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The cue must be just right for you. The 
table perfectly cushioned. 

You find your game improves when 
you use the equipment that suits you 


best! 


You'd use the best-all-around typewriter 
on the market—the Royal. 

So why not improve your secretaries’ 
work by supplying them with the best 
typing equipment. Get them Royals—the 
typewriters preferred by typists every- 


where. 
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ROYAL ~ World’s No. 1 Typewriter 











Preferences For Royal Far Out In Front 


1. Popularity! Just see how Royal rates with secretaries and 
typists. A national survey shows that the preference for 
Royals equals the combined preference for the next three 
leading typewriters. Your typists will do more work, better 


work on machines they prefer using. 


2. Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter. That’s 
why Royals are preferred. That’s why they result in higher 
production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up... spend more time on the job, less time 
out for repairs. With Royal, you get the maximum return 
for your typewriter investment! 
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It’s Ditto’s business to help you to make profits—speed 
paper work, reduce costs, eliminate errors. 


Proof of greater profits thru the use of Ditto can be found 
in the thousands of business organizations now using 
Ditto in every phase of business. 
Whether it be for business systems—production, order- 
billing, payroll or purchasing—or any of the scores of 
other uses listed in the coupon below, Ditto will save you 
dollars and errors, because Ditto copies anything hand- 
written, typewritten or drawn, at the lowest possible cost. 


Return the coupon for samples and more facts. 
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O Policy and Procedure 
Manuals 
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and Changes 

0 Minutes of Directors 
Meetings 

OJ Reports to Stock- 
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00 Conference Reports 

O Bulletins 

O Minutes of Manage- 
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FINANCE 
AND ACCOUNTING 

0 Balance Sheets 

0 Operating Reports 

0 Earnings Statements 

OJ Expense Statements 

0 Audit Reports 

O Budgets 

OD Appropriations 

0 Financial Reports 
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ord Forms 
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0) Advertising Layouts 
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0 Commission 
Statements 

0 Instruction Sheets 
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Materials 
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Orders 

0) Manufacturing 
Schedules 
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0 Change Orders 
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0 Plant Notices 
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0 Stock Sheets 
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WHAT ARE YOUR VIEWS? 
Editors, THE CONTROLLER: 


We were pleased to read in the July, 
1948, issue of THE CONTROLLER the 
sympathetic review that Harold C. Stott 
wrote of The Board of Directors and Busi- 
ness Management. 

We were particularly pleased to see that 
this subject interested your publication, 
because one of the important subjects for 
further research is the relationship be- 
tween the controller and the board of di- 
rectors. During our work we did come 
across much material that we would like 
to have dealt with in our book, but we 
postponed it until there was an oppor- 
tunity to go beyond the differences of 
opinion to an underlying analysis of the 
whole area. 

We would appreciate any further ex- 
change of views by members of your pro- 
fession. 

ANDREW R. TOWL 

Assistant Director of Research 

Graduate School of Business 
Administration 

Harvard University 

Boston, Mass. 


RE: “BUSINESS CASH” 


Editors, THE CONTROLLER: 

My associates and I are interested in the 
article (by Jackson Martindell) in your 
June issue, ‘Is Business Running Out of 
Cash ?”’ However, we feel that one point 
that should have been made clear beyond 
any doubt in such an article is whether or 
not the ratio includes federal tax liabili- 
ties in the term “Current Liability.” In 
conservative accounting, we believe they 
should be included, even although the lat- 
ter payments of federal corporation taxes 
will not be due until late in the following 
year. Unless this point was well covered 
when the figures were secured, it is quite 
possible that some corporations have re- 
ported their tax accrual in full while 
others may have omitted it or included 
only the first installment due on federal 
tax. 

In cases in which the tax liability was 


THE CONTROLLER........... 


included, of course the cash picture for 
1946 and 1947 would be much different 
than the 1930 because of the difference 
in tax rates. We do not find that the article 
brings in this factor since most of the 
emphasis seems to be on the fact that 
companies have added considerably to in- 
ventory and also to their plant and equip- 
ment, and, of course, the point that these 
matters should be very carefully watched 
from the point of view of maintaining a 
liquid position would be important. The 
liquid position, however, is somewhat im- 
paired even if inventories and additions 
to plant are kept at moderate figures if 
the company is making substantial profits 
and thereby is indebted to the government 
for a large amount of tax. 

It would seem that the tax matter cer- 
tainly deserved attention in comparing 
1930 with the more recent years, and, in 
fact, your author could have scored a 
rather important point to support the 
opinion frequently expressed that the high 
level of corporation taxes interferes with 
the growth and good health of many con- 
cerns. Quite a few companies make good 
profits, butvafter taxes, they must choose 
between keeping an adequate amount of 
cash on hand or letting this asset dwindle 
considerably when. they attempt to keep 
the operating plant up-to-date and pro- 
vide such inventories as may be necessary 
for the continuance of their profits. 

We would like to use the figures soon 
in discussing just such questions with our 
Board of Directors, but until we know 
definitely whether the fifty companies on 
which you report have uniformly in- 
cluded or excluded the federal tax liabil- 
ity in their current figures, we do not find 
it possible to make practical comparisons. 
We shall be glad to have this additional 
information to supplement an article 
which in other respects is interesting and 
valuable. 

B. H. Davis, 

Treasurer, 

Charles Millar & Son Co., 
Utica, N. Y. 


Editors, THE CONTROLLER: 

The figures used in the article are 
based on reports by those corporations to 
the Securities and Exchange Commission 
in the years 1946 and 1947. These corpo- 
rations uniformly report their taxes on an 
accrual basis and the tax accruals were cal- 
culated as an item in current liabilities. 

You are correct in stating that the tax 
liability included for 1946 and 1947 
makes a much different picture than the 
one in 1930, and certainly supports the 
opinion that the high level of corporate 
taxes interferes with the growth and good 
health of corporations. 

However, this does not relieve a corpo- 
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rate management from the responsibility 
of dealing with things as they are and not 
as they like them to be. Where accrued 
taxes impair the financial condition, steps 
must be taken in other directions to offset 
this drain of liquid funds. 

We feel you will be perfectly safe in 
making comparisons of your figures with 
those used in the article by including all 
your accrued tax liabilities as current 
items. 

JACKSON MARTINDELL 


“102” ARTICLE REPRINTED 
Editors, THE CONTROLLER: 

We were greatly interested in the 
article on ‘Personal Liability of Directors 
for Section 102 Surtaxes” which appeared 
in your July issue. 

Since we believe this matter should be 
brought to the attention of our clients 
and regional offices, we would like to 
make about 50 reproductions for that 
purpose, and would appreciate your per- 
mission to do so. Full credit would, of 
course, go to your publication. 

GERARD A. OSBORNE 
Management Planning of 
Washington, Inc. 

New York 





Effective with this issue, 
the annual subscription 
of THE CONTROLLER will 
be $5. 

This first increase in 15 
years has been made nec- 
essary by increasing costs 
—a subject that needs no 
elaboration to corporate 
controllers and financial 
officers. 

The single copy price 
will continue to be 50 
cents. 





DEPRECIATION POLICY 


Editors, THE CONTROLLER: 

Since becoming a subscriber to your 
magazine, I have been made aware of the 
concern with which the accounting profes- 
sion views the problem of providing for 
the maintenance of existing physical plant 
capacity, with present day inflated dollars. 
A great deal seems to have been written 
on whether depreciation should be based 
on the traditional cost basis or on present 
day replacement costs, and many argu- 
ments have been presented in support of 
one basis or the other. 

Regardless of which side they take, ac 
countants and business men alike seem to 
be keenly aware of the need to provide 
adequate funds for the replacement of ex- 








CONTI 
FORT! 





lity 
not 
ued 
eps 
tset 


in 
ith 
all 


ent 


ors 


red 


be 


nts 


hat 


er- 





¥.UM 





+ 
whether you S 


a thousand forms a year 
or a million, 





save time! 


trouble! 
money / 


with UNRCO Lusiness forms 


save time! With Uarco business forms, one writing produces every copy the job 
requires, and frequently several jobs can be combined. 





save trouble! No recopying . . . mistakes are fewer. 


save money! From start to finish—writing, distributing, checking, filing—waste motion is 
eliminated; you don’t pay for a single unnecessary move! 


These savings apply to any business, no matter what size, no matter what kind. To see how 
they apply to your business, you have only to call your Uarco Representative. He will make a 
complete survey and recommend needed improvements 
with no obligation and at no cost whatever. 


UARCO INCORPORATED 










Chicago, IIl.; Cleveland, Ohio; Oakland, Calif.; Deep River, Conn. 
Offices in All Principal Cities. 


or instance .. . bere’s real efficiency! Uarco 
Multi-Fold Continuous Forms feed the typewriter continuously. 
No carbon shuffling for the typist. The great variety 

of Uarco business forms brings this and many other 

efficiencies to any kind of business operation. 


UARCO 


INCORPORATED 





CONTINUOUS-STRIP FORMS | BUSINESS FORMS SINGLE SET FORMS AUTOGRAPHIC REGISTERS 


FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS j AND REGISTER FORMS 


The Controller, September 1948 


> 
We 
| 








isting facilities at current prices, and also 
seem to be pretty well agreed on the de- 
sirability of doing this out of current earn- 
ings, which like prices are now at an in- 
flated level. Present income tax rates make 
the cost of raising capital in this fashion 
rather expensive, because there is no doubt 
that under the present laws depreciation 
deductions must be based in the usual case 
on original cost and that replacement cost 
cannot be taken into consideration. 

It has been suggested by some writers 
that it is or will be necessary to set up re- 
serves out of earnings to compensate for 
the reduced purchasing power of the post- 
war dollar, despite the fact that amounts 
transferred to such reserves are still part 
of taxable income. 

I have wondered if anyone has sug- 
gested permitting a deduction for income 
tax purposes of an amount to establish a 
reserve, coupled with a sinking fund, for 
the purpose of replacing durable assets at 
present day prices. For depreciation cal- 
culations the basis of the new assets could 
be reduced by the amount of the tax-free 
reserve, or such part of it as might be 
properly allocated to such assets. Thus, 
the change over from old depreciable as- 
sets to new would be treated more or less 
as an involuntary conversion. 

WILLIAM W. BIESER 
Brooklyn, N. Y. 


“REPLACEMENT COST” FAVORED 


Editors, THE CONTROLLER: 

It was quite interesting to read I. D. 
Dawes’ article in the July issue of THE 
CONTROLLER concerning depreciation 
charges. I was especially interested since 
our company was ready to adopt a method 
under which operations were to be 
charged with depreciation on post-war 
replacement values; however, our plan 
was not concurred in by our accountants 
and was, therefore, abandoned. 

In reading the many articles on this 
subject, as well as some of the comments 
in your article, I get the impression that 
a very important element is overlooked. 
Every other item of exptnse is on a cur- 
rent cost basis—why “fipt 4depreciation 
charges? The fact that the eXact future 
cost of replacements is unknown is rela- 
tively unimportant when we know that 
whatever such replacements costs may be 
they will certainly be very substantially 
higher than they ever wetg prior to 1940. 
A look at the index since4#914 and an 
analysis of the impact of World War II 
upon our economy should convince any- 
one on this point. 

Relatively speaking, reserves should 
provide approximately $2 for each $1 of 
depreciation charges based upon pre-war 
costs. It is, therefore, academic to argue 
whether it should be $1.90 or $2.10. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 


The Editors 











It is common practice for investors to 
project potential future earnings from 
current earnings as reported. Conse- 
quently, in my opinion, every report of 
earnings after depreciation charges based 
upon pre-war costs is misleading. In our 
case we were at a loss as to what we 
should tell our stockholders and in des- 
peration simply stated in our annual re- 
port that “current depreciation and amor- 
tization charges based upon pre-war costs 
do not provide adequate reserves to cover 
present cost levels.” 

I think it is very important that serious 
consideration be given to this problem 
particularly in these days when corpora- 
tions are generally looked upon as earn- 
ing excessive profits. Accounting compli- 
cations are secondaty. 

A. T. LEIMBACH, Vice-Pres. 
Edison Brothers Stores, Inc. 
St. Louis, Mo. 


PERMISSION GRANTED 


Editors, THE CONTROLLER: 

In the process of publishing biblio- 
graphic and background material on the 
problem of depreciation and the price 
level, we would like your permission to 
use, in a forthcoming issue of The Utility 
Reference, a short excerpt from the fol- 
lowing article: “Preserving the Integrity 
of Equity Capital,” by H. T. McAnly and 
William T. Sunley, originally published 
in THE CONTROLLER (October 1947). 

JOHN R. Mayer, 
Managing Editor, 
The Utility Reference 


CLARIFICATION 


Editors, THE CONTROLLER: 

I am glad that Theron G. Councilor, 
in his comments published in’ the July 
issue of THE CONTROLLER, quoted the 
specific passage from the article in the 
October, 1947, issue(‘Preserving the In- 
tegrity of Equity Capital’) because it 
gives me an opportunity to clarify that 
paragraph for any other reader of THE 
CONTROLLER, who might also have inter- 
preted it as Mr. Councilor did. The para- 
gtaph, which Mr. Councilor felt was eva- 
sive, is merely a statement of fact concern- 
ing the status of adjustments for economic 
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change and a statement of the limitations 
of the article. If the authors had been 
advocating that the adjustments should be 
included in or excluded from “accepted 
accounting practices’, it would have been 
necessary to support that advocacy with 
considerable argument and discussion 
which would have expanded the article 
into a lengthy treatise. 

The writer has not discussed with H. 
T. McAnly (the co-author) his view- 
point concerning the relationship of such 
adjustments to accepted accounting prac- 
tices; so the following comments are 
solely those of the writer. 

In my opinion, “accepted accounting 
practices” or “accepted principles of ac. 
counting” is a conception utilized by in- 
dependent public accountants in reporting 
on financial statements. 

In considering the advisability of in- 
cluding in accepted principles of account- 
ing a principle not now included, the 
first step would be to consider how and 
by whom such a principle could be ac- 
cepted. Probably these questions, in them- 
selves, would be highly controversial. 
Furthermore, the principle under con- 
sideration is not compatible with the Lifo 
inventory method. And, if the former 
were accepted,.the latter would have to 
be removed. The Lifo inventory method 
is implanted in the body of accepted 
principles of accounting through the 
medium of statutory regulation. It will be 
readily appreciated that any argument 
for the removal of the Lifo inventory 
principle from the body of the accepted 
principles of accounting would be in it- 
self a long and exhaustive discussion in- 
volving first a demonstration of the un- 
soundness of the principle, as well as, 
some practical suggestions as to how it 
could be removed. A brief reflection on 
these points will, I think, convince any- 
one of the magnitude of the job to be 
undertaken, if one decided to prepare an 
argument to support the removal of Lifo. 

I think the foregoing shows at least 
some of the reasons why it was necessaty 
to limit consideration in the article to the 
managerial phase of the principle set 
forth in the article. 

Briefly, in reply to Mr. Councilor’s 
second point, the writer can assume no 
responsibility for the vagaries of eco- 
nomic chariges. Perhaps it is unfortunate 
that prices of all commodities and assets 
of all kinds do not move upward and 
downward together at the same rate of 
speed and that some types of assets are 
acquired at different price levels from 
others of the same kind. But such are the 
facts that must be faced, even though it 
adds to the complexities of the adjust- 
ments. 

WILLIAM T. SUNLEY, Partner 
Kuhn-Sunley and Company 
Chicago, III. 
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Current Comment 








What Kinds of Controllership Research? 


— TASK of Director of Research, assigned to me un- 

der an agreement between the trustees of the Control- 
lership Foundation and the Directors of the Controllers 
Institute of America, though an added responsibility, is 
welcome because it is familiar. In 10 years of experience 
directing business research for Dun & Bradstreet, Inc., I 
discussed and explored many business management prob- 
lems, yet could work on only a few. 

That is always the Research Director's dilemma: more 
problems available than funds or time to tackle them. But 
the dilemma is not so serious as some people make it out 
to be, for many of the problems that seem so intriguing 
to research minds have little practical significance—long 
range or short. The real task is to sort out the studies that 
mean something and are appropriate to the organization 
which is sponsoring the work—appropriate in terms of its 
field of action and its budget. 

Some years ago, I heard a talk by Charles F. Kettering, 
then Vice President of General Motors Corporation in 
charge of research. Although I am unable to find the state- 
ment among his writings, I have frequently, and with bene- 
fit, referred to notes taken at the time. 

Mr Kettering’s experience in developing the research 
laboratories of General Motors was parallel to that of many 
other research directors. He felt that one can always count 
upon some executives and directors to believe that research 
should have an immediate objective with large likelihood 
of profit. Yet it is always impossible to ignore the fact that 
some of the greatest developments of modern times were 
the outgrowth of pure research, the final objective being 
totally unknown when the work was started. 

He concluded that his research work should be of three 
types, about as follows: 


1. Immediate projects, with a known objective and a 
large likelihood of success. Such projects should neither 
cost too much nor require a great deal of time to complete, 
nor be expected to pay big profits. Some research men call 
this work ‘‘short order cooking.” 

2. Fundamental applied research. Long range projects 
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aimed at solving fundamental problems, not always certain 
of solution, but holding the prospect of substantial gain if 
they can be solved. Such projects will ordinarily take longer 
time and cost more money than class 1. 

3. Pure research, Study of known problems or phenom- 
ena without a definite idea of what might develop. This 
type of research may never pay off and many times it does 
not. However, it may result in enormous progress and 
profits. If a competitor does it first, the corporation which 
has neglected the possibility may regret it. 

Examples of three types of research in the fields of chem- 
istry and physics are easy enough to find. A project of the 
first type may be concerned with solving a manufacturing 
difficulty, lengthening the life of tools, or improving the 
products functionally. The second may be involved in the 
development of a new product, or a fundamentally new 
process for producing an existing product. The third might 
be such an outstanding development as that of ethyl-gas- 
oline which was discovered in the course of a pure research 
project on the nature and character of explosions. 

I have found this basic idea eminently practical and satis- 
factory as a guide in developing business research pro- 
gtams.. It mantains balance between long-term and shott- 
term work. The management does not have to wait too 
long a time for some results, but not all the results attained 
are of the nature which necessarily characterizes quick but 
small jobs. 

In a way, the research work of the Foundation has fol- 
lowed part of this pattern. The past studies directed toward 
a better public understanding of corporate accounting 
might fall in “class 2” or ‘‘class 3” of Mr. Kettering’s 
description. They deal with fundamental long-range prob- 
lems, where it was uncertain at the start whether any solu- 
tion could be found or what value such solution might have 
for business. 

The symposium on ‘‘Controllership in Modern Manage- 
ment,” now in the course of preparation, would seem to be 
in “class 2’’—an effort to deal with a long-range problem 
where the goal is obvious: The education of tomorrow’s 
business men to know the value of controllership in the 
proper management of business. This requires considerable 
expenditure of time and energy, but it is certainly worth- 
while. 

The current study of “What People Want to Know 
About Your Company,” already has been discussed in THE 
CONTROLLER by Daniel J. Hennessy, President of Control- 
lership Foundation, Inc., and is being prepared for publica- 
tion in booklet form. At least one of the findings would 
fall under Mr. Kettering’s ‘class 1’’—a finding which can 
yield us immediate though limited savings, yet represents 
no enormous expenditure of time or money. This finding, 
which points out that the majority of stockholders appar- 
ently would be just as content with a simpler and less costly 
form of report than many corporations publish, provided it 
carried the essential information, has been pointed out by 
Mr. Hennessy in his article. (THE CONTROLLER, July, 
1948, Pp. 338-341.) 

A similar project, strictly “class 1” in nature, is being 
prepared for consideration of the Trustees of the Founda- 
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tion at their next meeting—a cross-sectioning of the ex- 

rience of various members of the Controllers Institute 
with procedures for selection and training of personnel and 
for job description and evaluation. All these are reputed to 
be effective means of increasing the efficiency and decreas- 
ing the costs of the various departments and functions fall- 
ing within the jurisdiction of the Controller. 

The Managing Director of the Institute, in his double 
capacity as Research Director for the Foundation, asks, on 
behalf of the Trustees of the Foundation, for the reactions 
of any interested readers of THE CONTROLLER to the sub- 
ject “What Kinds of Controllership Research?” These 
readers need not be members of the Controllers Institute. 


An Unrealized Asset of American Business 


MONG GATHERINGS of business men, someone al- 
most always discusses—formally or informally—the 
left wing influences to which our children are exposed in 
school and college, the fact that communism can be made to 
sound good in theory to a young idealist who has no idea as 
to how it works in practice. Just as often the discussion ends 
with a vague observation that someone ought to tell the story 
of the enterprise economy more often and more skillfully. 

Yet most of us who are active in business cannot spare the 
time and energy to do that teaching. The fact that we cannot, 
is in itself testimony to the effectiveness of an enterprise 
economy. It commands the concentrated energies of men, 
and makes the game so much fun they are fully absorbed in it. 

This is also a weakness of an enterprise economy, for it 
leaves the teaching in the hands of those who seldom have 
had first-hand experience with the effects and the values of 
economic competition. 

The problem seemed fairly hopeless to me until a past 
President of the Controllers Institute, John A. Donaldson, 
propounded a new idea recently. A friend of Mr. Donald- 
son's, soon to retire from his present work as vice-president 
and controller of his company, is looking forward to retire- 
ment because—"‘At last I can afford to take a teaching salary. 
My children have grown up and are married. With no more 
college expenses and with my retirement pay, I can afford to 
put my energies to work in a field which has always interested 
me. 

Mr. Donaldson went on to point out the possibilities for 
better business education which could result from the fact 
that American business, through its retirement pay plans, 
has subsidized a potential teaching force of enormous ability 
and practical experience. Unlike the executives of an earlier 
generation, the great majority of those now retiring are col- 
lege graduates. Many of them have already taken an interest 
in education—as members of school boards, college trustees, 
or visiting lecturers. 

Perhaps retirement plans (originally designed as a com- 
petitive weapon to keep executives from moving too rapidly 
from one company to another) will yield a by-product of far 
gteater value to the preservation of our Com petitive Enter- 
prise Econom 4 

How can this potential be developed? 

If any real value is to be obtained, probably some organ- 


ized effort is necessary to find out: first, how business execu- 
tives can be interested in the problem; second, how the re- 
tired executive can be fitted into the teaching staff of a col- 
lege or university. 

What subjects are retired business executives fitted to 
teach? What do they need to learn about teaching which has 
not been part of their training and experience in business? 
What resistances or inertias may exist, in the form of rules 
and regulations now prevailing in our colleges and universi- 
ties? 

As to the present faculties of universities, no major resist- 
ance need be anticipated. Those professors who have a broad 
concept of the present, and of the portents of the future, 
would rather save our economy by giving sound education 
and the best instruction possible than to preserve a mystic 
quality such as characterized education in the middle ages. 
There will be a minority who wish to preserve the doctor of 
philosophy degree with a sacred standing as a prerequisite 
for teaching, but they cannot in the long run prevent so fun- 
damental a development. 

In any case, it will inevitably come slowly. The main ques- 
tion is, how can we make certain that the idea takes root and 
develops. Here is an instance where at least a thousand dol- 
lars worth of ability can be brought to bear upon an impor- 
tant long range national problem for every dollar's worth of 
effort that may have to be put into starting the scheme. Per- 
haps some one of the charitable foundations in the field of 
economic and social problems can find a way to start the ball 
rolling. 


Long-Range Trends Bear Watching 


—— SUMNER SCHLICHTER, widely known 
Harvard economist and philosopher, recently made the 
following comments: 

“The prospect that universal collective bargaining will 
lead to a slow rise in the price level raises questions of pro- 
found importance. Pensions or life insurance, which men 
started to buy on entering the labor force at about the age of 
20 or 25, would have lost more than half their purchasing 
power by the time the workers had reached the age of 65 
or 70. With prices rising two or three per cent a year, who 
would wish to own savings accounts, government bonds or 
other securities paying two or three per cent a year? 

“If the decision is to accept rising prices in order to avoid 
interfering with collective bargaining, pension and life in- 
surance will have to be adapted to this fact, and the govern- 
ment and corporations will have to issue bonds payable in 
purchasing power rather than a fixed number of dollars. 
If the policy is to stabilize prices, the government will have 
to develop ways and means of formulating a national wage 
policy to guide the operation of collective bargaining.” 

This is a problem which may have considerable meaning 
to any top finance officer charged by his company with in- 
vesting its pension trust fund, and facing the need of in- 
suring his family’s future income. 

WALTER MITCHELL, JR. 
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DIRECT YOUR attention to six key 

business indices, five of which, at the 
end of 1947, stood at extremely high 
levels. ‘ 

The Federal Reserve Board Index of 
Industrial Production stood at 187, or 
nearly double the average of the peace- 
time years, 1935-1939. This is 10 per 
cent higher than in 1946 and, except 
for the war years, represents the high- 
est level ever, in physical volume. 

With a population gain of just over 10 
per cent since the late thirties, Factory 
Employment is up 60 per cent and Pay- 
rolls have more than trebled. Wholesale 
prices have risen 88 per cent and bank 
Demand Deposits are over three times 
their prewar levels. 

Two of these five indices stand at all 
time highs. The other three are above 
their 1946 levels, and at all time highs, 
except for the peak war period. 

We are in the greatest business boom 
in our nation’s history! 

The sixth index on the chart is that 
of Business Failures. It declined from a 
terrific high in 1932 to almost zero 
during the war. Despite our so-called 
prosperity, it rose sharply in 1947 and 
at year-end stood at its highest level in 
nine years. This index is a warning sig- 
nal which will bear careful watching. 

It is not my purpose to forecast the 
economic weather ahead. Every busi- 
ness man knows that recession has al- 
ways followed prosperity. There is 
every reason to think this cycle will 
continue. So, whether immediate or 
years away, whether mild or intense, or- 
derly or helter-skelter, we believe a re- 
cession will come. It is, therefore, a 


Is Your Company Prepared for 
Rough Weather? 


By James C. Olson 


prime responsibility of every business 
executive to face the task of preparing 
his company for future squalls. I want 
each of you business executives to ask 
yourself, “Js my company prepared for 
rough weather?” 

It is not my intention to urge action 
on alarmist grounds. However, I do in- 
vite your attention to certain areas 
which, in many companies, badly need 
“shoring up’’—in anticipation of rough 
weather. Fortunately, any steps taken 
to fortify against recession will also be 
fundamental in strengthening a com- 
pany’s position against competition, 
which is already sharpening. There- 
fore, a double purpose will be served. 

My remarks are organized into three 
principal sections: 

I Weaknesses prevalent in many com- 

panies; 

II Approach to appraising an individ- 
ual company’s position; and 

III A program for constructive action 
by top management. 

I. WEAKNESSES PREVALENT IN MANY 

COMPANIES 


Depressions buffet practically all bus- 
inesses. They bring to the forefront 
many weaknesses which have been 
glossed over in a prosperous period. 
War-fostered prosperity was an excel- 
lent breeding ground for weaknesses 
which, during a storm may cause seri- 
ous trouble. I should like to discuss 
with you nine such weaknesses preva- 
lent today in many American com- 
panies. 








MR. OLSON 
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JAMES C. OLSON has been associated with the manage- 
ment consultant firm of Booz, Allen & Hamilton, New York, 
since 1936, and a partner of the firm since 1942. A graduate 
of both Wittenberg College and the Harvard School of Busi- 
ness Administration, Mr. Olson taught business administra- 
tion and economics at Wittenberg immediately upon the 
completion of his graduate work. He then spent several 
years in the retail and wholesale sporting goods business 
prior to his present connection. His manuscript, based on his 
article under the same heading in the “Harvard Business Re- 
view,” was presented before the New York City Control. 
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A—Unsound Organization Structures 


During the war, American compa- 
nies improved their organization consid- 
erably. The critical need to get things 
done quickly encouraged clear defini- 
tion of functions and clean-cut lines of 
responsibility and authority. Expanded 
output brought a need for staff depart. 
ments and a new appreciation of their 
functions and relationships to line de. 
partments. In many. instances, this im- 
proved organization has extended into 
peace-time. 

But some businesses did not modern- 
ize. Too many are still characterized by 
lack of formal organization, by nebu- 
lous lines of authority, by time-consum- 
ing and responsibility-burying commit- 
tees, and by functional duplication. 
Some company structures are shaped, 
unsoundly, to the strengths and weak- 
nesses or the likes and dislikes of key 
personnel. Too many are devoid of ade- 
quate internal checks and balances. 

Moreover, organization structures de- 
signed to meet war-time requirements 
often tend to stay that way. Frequently 
they are over-elaborate and uneconomi- 
cal for competitive periods, especially 
in cases where volume has declined. 

In general, those divisions of busi- 
ness which carried the heaviest war- 
time loads—engineering, procurement 
and manufacturing—suffer most today 
from over-organization. During the 
war, adequate staff departments had to 
be established to facilitate training and 
utilization of inexperienced labor. Bear 
in mind, however, that they were sup- 
ported by war volume and war prices. 
Now, part of the need for these staff 
departments has departed with the te- 
turn of experienced workers and the 
increased skill of others. 

Today, management has new goals 
to strive for—better customer deliver- 
ies, longer production runs, better 
product quality, lower costs, and more 
profit. In a competitive era, staff de- 
partments are often necessary and 
should be retained. But they must be 
streamlined to pay for themselves. I 
know of one company whose volume !s 
now so low it plans to retain only one 
small, effective staff department to han- 
dle all functions once performed by the 
production control, quality control and 
cost control departments. 

Conversely, with new peace-time 
goals in mind, the sales divisions of 
many companies are even more seth 
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Six Key Indices of Business W orthy of Close Attention 
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ously wnder-organized than the manu- 
facturing divisions are over-organized. 

Some businesses operated effectively 
with a simple functional type of organ- 
ization when they manufactured only a 
few closely related war products. Many 
of these now turn out a variety of 
peace-time products and sell them 
through different channels. Such a 
change might dictate a move to a series 
of product divisions. 

A company’s organization structure 
is a vehicle for carrying out its policies 
and programs. It should change when 
they change. But inertia, concern over 
the effect on key people, together with 
absence of impelling financial incen- 
tives, tend to delay such action. 

These and other organization weak- 
nesses are too prevalent in American 
companies as they face rough weather 
ahead. 


B—Lack of Challenging, Requiring Lead- 
ership 

Top management's function is to 
supply leadership. Its job is to maintain 
creative, forward-looking planning, to 
set objectives, establish policies, formu- 
late programs, select key personnel and 
teward in line with performance. These 
closely interrelated functions comprise the 
mainspring—the principal driving force 
—of a business. The spirit of challenge, 
the requiring approach, and the intensity 
with which this total job is done, deter- 
mine in large measure the extent of a 
company’s progress. 

During the war, top management 


turned in a magnificent performance on 
the nation’s huge production program. 

The ‘lush market” period which fol- 
lowed found many top executives, be- 
yond normal retirement age and tired, 
physically and mentally. Once the pa- 
triotic incentive was gone, reaction and 
the unfavorable personal tax set-up 
sapped much of their drive. They re- 
laxed their efforts. 

To the extent that this challenging, 
requiring leadership has been relaxed, a 
company’s ability to withstand a storm 
has been impaired. 

Replacement of key executives will, 
therefore, be essential in many in- 
stances to restore this leadership. 


C—High Production Costs 


There is nothing quite so comfort- 
ing to a management facing a period of 
rough economic weather as to know its 
costs are pared to the bone and are low- 
est in its industry. It is then in a po- 
sition to maintain reasonable volume 
by meeting or initiating price reduc- 
tions. 

Too few managements can feel this 
confidence today. Although each indus- 
try still has its low-cost producers, cost 
increases since 1939 have been so vio- 
lent that in many industries relative 
cost positions are in doubt. Moreover, 
the costs of an entire industry, includ- 
ing even its low-cost units, have in- 
creased so sharply that there is an ever- 
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Chart by Booz, Allen & Hamilton 


present threat of some competitor do- 
ing an outstanding cost-reduction job 
and becoming the low-cost unit, by a 
dangerous margin. 

While manufacturing costs, other 
than labor, are of great importance in 
cost: control, the most widely recog- 
nized increases have been in labor costs. 
Since 1939, labor costs per unit of pro- 
duction have certainly increased more 
than 60 per cent. One well-known busi- 
ness letter recently set the rise at 73 
per cent. These figures are national av- 
erages, covering the whole field of in- 
dustrial production, and dc not reveal 
the numerous situations in which even 
more severe increases in labor costs 
have been experienced. In these cases, 
high labor costs have been caused not 
only by higher wages but also by reduced 
labor productivity. In many businesses, 
direct labor is now producing at only one- 
half to two-thirds capacity as determined 
by prewar standards. 

A period of stormy economic weather, 
bringing with it decreased employment 
and a return of job competition will re- 
duce labor strains, “feather bedding” 
and other bad labor conditions. It will 
be more difficult, however, for labor 
and management to negotiate under- 
standingly when business activity de- 
clines, this time, than it was during sim- 
ilar periods in the past. The wide rec- 
ognition of greater stability in employ- 
ment and the strengthened positions of 
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unions generally, have combined to 
make wages more nearly a semi-variable 
cost than ever before. 

Partially as a move to avoid high la- 
bor costs and partially because war pro- 
duction and its aftermath presented op- 
portunities to do so, management has 
stepped up its long-time trend toward 
mechanization of plants. By so doing, 
it has increased its fixed charges and, 
hence, its need for maintaining high- 
level production over which to spread 
manufacturing overhead. 

Under these conditions, few compa- 
nies can be confident of becoming or re- 
maining the low-cost producers of their 
respective industries. Confronted with 
these perplexing problems, manage- 
ment must exercise a new degree of 
ability, skill and ingenuity to attain or 
maintain cost leadership. 

It is apparent that industry suffers 
from a serious high cost weakness 
which will be brought to the forefront 
quickly by a recession. 

Higher break-even points and _ less 
flexible production costs will require 
the exhaustion of every possible means 
of offsetting sales declines. Attention 
must be devoted to examining all op- 
portunities to reduce cost. 


D—lInadequate Sales Programs 

How many of you can sincerely say 
that your company has a sales program 
adequate to combat a declining volume? 
From our observation, relatively few 
companies today have challenging, re- 
quiring sales leadership. Unlike other 
activities busy in war-time, sales divi- 
sions in most companies have not had 
to work hard since the late 1930’s. 

I like to refer to sales organization, 
objectives, policies, programs, budgets, 
recruiting, training, territorial layout, 
territorial quotas, reports, sales corre- 
spondence, advertising, sales promotion, 
and sales compensation as the “tools of 
sales management.” In too many com- 
panies, these tools are rusty from dis- 
use. They have not been sharpened for 
the tough job that lies ahead. 

Market research is particularly weak 
in most companies, viewed against the 
vast changes that have occurred in mar- 
ket composition. 

Requests for service made upon the 
firm with which I am associated form a 
reasonably accurate index of the prob- 
lems receiving most attention from 
American business executives. Requests 
for help on sales problems are still run- 
ning behind those on manufacturing, 
product research and development, per- 
sonnel relations and accounting control. 

It is distressing that only the most 
progressive managements are develop- 
ing an up-to-date sales program based 
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on current information. This failure is 
one of today’s most definite business 
weaknesses. 


E—Relaxed Accounting Controls 
American business made _ notable 
progress in the field of accounting con- 
trols during the generation ending with 
the outbreak of World War II. Sub- 


the same for his areas, and also acts as 
coordinator of the whole project; 

If the resulting budget is adjusted 
and reshaped as may be required, by 
similar joint action, until a satisfactory 
profit performance is forecast, realisti. 
cally; 

If, when the budget is established, 
each executive’s performance is checked 





Controllership’s “Age” 


The earliest American controllership in a business 
corporation, according to a study by Dean J. Hugh 
Jackson of Stanford University, dates back to 1880. 
And the average “age” of the position in 143 com- 
panies, which he surveyed, is a matter of some 22 


years. 


Ninety-six of 195 companies studied by Dean Jack- 
son not only provided for the position of controller but 
also for his election or appointment by the board of 
directors along with other officers. In these cases, es- 
pecially where he is elected by the board, the control- 
ler becomes a legal officer of the company. 





stantial progress was made on budget- 
ing and cost control during the depres- 
sion-wracked 1930's but relatively few 
companies have yet really tackled these 
problems thoroughly and systematically. 
A large part of American -business 
still has at least three major areas in 
which to improve accounting control. 


(1) Effective Application of Budgeting 

A company budget, properly devised 
and applied, is a most effective man- 
agement instrument, subject to some 
very important “if’s”’: 

If it is prepared as a company-wide 
management project; 

If, when the product line is deter- 
mined, the chief sales executive sub- 
mits an estimate of the quantity and 
assortment the sales division will under- 
take to sell each month; 

If this estimate is based upon a care- 
ful study of the market, the likely eco- 
nomic weather, and the best thinking 
of the sales division as to just how and 
where the estimated sales are to be 
made; 

If sound estimates are made of the 
selling expense involved in selling the 
estimated volume; 

If the other key executives, working 
with one another and their respective 
supporting teams, will indicate what 
contribution they can make to income, 
and how much money will be required 
to accomplish the necessary jobs in 
their respective divisions ; 

If the chief accounting executive does 
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against it and he is allowed great free- 
dom with it. 

Under such conditions, the budget is 
a tool which forces the management to 
plan ahead, to set objectives, formulate 
policies and organize programs. The 
budget becomes an effective instrument 
of coordination, multiplying manage- 
ment initiative, and controlling net in- 
come. 

In too many companies, management 
fails to take budgeting seriously. Sales 
estimates, if employed, are mere “‘gues- 
timates’. Conferences and cooperative 
action such as outlined above are 
judged too time-consuming and labori- 
ous. The chief accounting executive 
prepares the budget ‘‘on his own.” Not 
having contributed to it, the other ex- 
ecutives fail to take it seriously. The 
most insidious aspect of this situation is 
that top management is prone to be- 
lieve and to inform anyone inquiring 
that it is getting the benefits of budget- 
ary control. 


(2) Scientific Manufacturing Cost Con- 
trol 

Too few businesses have achieved 
truly scientific control over all three 
main elements of manufacturing cost— 
material, direct labor, and expense. 
Such control is attained by painstak- 
ingly establishing price standards on 
each material procured, material usage 
standards for each material used in 
each product, fair standards for each di- 
rect labor operation, and appropriate 
expense standards for each element of 
expense in each manufacturing depart- 
ment. 
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Labor has been the most obvious of 
these three elements, with the result that 
too many businesses conclude they have 
cost control when they have merely at- 
tained a measure of labor cost control. 
In many businesses, direct labor repre- 
sents a very small part of the cost dol- 
lar. Material and expense, which have 
been accorded little or no control, may 
loom much larger in the cost dollar and 
offer greater opportunity for savings. 

Moreover, controlling just one of the 
three main elements of manufacturing 
cost is likely to result merely in trans- 
ferring cost from that element to an- 
other with no net reduction. For exam- 
ple, pressure for reduction of direct la- 
bor cost may result in transferring cer- 
tain labor to a maintenance job and 
the cost thereof into the manufacturing 
expense account. Similarly, pressure 
upon direct labor for productivity may 
result in spoiled work and consequent 
increased material usage or in dam- 
aged tools, thus increasing manufactur- 
ing expense. 


(3) Control of Selling Expense 

While progress made to date in the 
areas of budgeting and manufacturing 
cost control is inadequate, still less ef- 
fort has been devoted to analysis and 
control of selling expense. Except for 
isolated instances, this is practically 
virgin territory. 

The far-flung nature of sales opera- 
tions, the heterogeneous character of 
sales territories, the difficulty of relat- 
ing cause to effect, and the characteris- 
tics of sales personnel make sales a diff- 
cult area to control. Nevertheless, 
American business spends a substantial 
part of its sales dollar on selling ex- 
pense and the problem must be tackled 
analytically and constructively. Need 
for doing so becomes more evident as 
cost reduction efforts on the manufac- 
turing side of business meet with more 
stubborn resistance and declining gross 
profit margins necessitate further sub- 
stantial cuts in selling and administra- 
tive expense. 

Failure to make things shipshape in 
respect to these three accounting areas 
leaves a business vulnerable in the face 
of possible rough weather. 


F—Loose Credit Administration 

Loose credit administration is also a 
potential trouble spot. During the war 
and the reconversion period, so much 
€asy money was available that buyers 
were by prompt or prepayment of in- 
voices often extending credit to their 
suppliers. Many businesses took advan- 
tage of this situation and lowered or 
eliminated cash discounts. 

Now companies, completing their re- 
conversion cycle, find themselves in a 
buyers’ market. In many cases, with 
cash scarce, customers are again taking 
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DR. FABRICANT 


“Social Costs vs. Productivity” 
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a normal time to pay. Many are passing 
up discounts—the newly shortened ones 
first. 

Some companies have not yet revital- 
ized their credit departments by reap- 
praising their discount policies, antici- 
pating normal credit losses in their 
expense budgets, and by providing ade- 
quate cash to finance a normal cycle of 
receivables. These companies may find 
themselves short on cash and trying to 
liquidate an accounts receivable asset 
of doubtful value. 


G—Scant Attention to Procurement 

Despite procurement difficulties dur- 
ing war-time, many top executives still 
do not recognize the significance of the 
purchasing function to the competitive 
positions of their companies. 

Those companies that neglect this 
functional area are dissipating rather 
than mustering their strength in prep- 
aration for stormy weather. 


H—Inventory Accumulations 

Most slow-moving inventories in 
American companies today were pro- 
duced at peak costs. In addition, many 
of them contain substitute material, are 
of prewar or war-expedient design, and 
are sub-normal in quality. Also, many 
inventories are unbalanced. I know of 
one manufacturer who has enough of 
some parts to last ten years, yet he is 
entirely out of others. 

In this situation, every manufacturer 
and merchant must move to liquidate 
these inventories at the best possible 
prices. This will be more difficult in 
stormy weather. 


I—Inadequate Financing 

Many businesses are inadequately fi- 
nanced. A long and severe recession 
would be disastrous to them. During 
the war, many companies were started 
“on a shoestring’ or expanded greatly 
with inadequate long-term capital. Their 
operations were profitable and re- 
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mained so during the postwar sellers’ 
market and the “‘carry-back” tax pro- 
vision period, but taxes prevented 
building up reserves. 

Faced with the necessity of financing 
normal inventories and accounts receiv- 
able and of launching, in a competitive 
market, a sales campaign to establish 
their brands, many of these ‘‘war babies” 
are hard pressed financially. Even in 
old, established companies, whose vol- 
ume has expanded, financial weaknesses 
are prevalent. These can only hope that 
good business will continue long enough 
for them to establish reserves and build 
up surpluses. Obviously, a recession of 
severity and duration would be disas- 
trous to many such companies. 

We have just discussed nine major 
points of weakness in many American 
companies which need to be faced and 
eliminated before bad weather arrives. 

We direct our attention now to the 
next principal section of this paper. 


II. APPRAISAL OF A FIRM’S POSITION 


Forward-looking executives, knowing 
that reconversion prosperity will not 
last forever, have been taking steps to 
appraise the condition of their own 
companies. It behooves any owner, di- 
rector, president, or other key business 
executive, who has not yet done so, to 
begin at once. 

One approach is to use professional 
services. Many managements, occupied 
with the essential day-to-day tasks of 
administering their businesses, have re- 
tained management consulting firms for 
such an appraisal. 

To serve our clients in this respect, 
my firm makes a “management audit.” 
A client’s operations are divided into 
their essential component ‘factors’ — 
numbering some 70 for a typical man- 
ufacturing business. The audit ap- 
praises the condition of each such fac- 
tor against the company’s requirements 
for the period ahead. 

This audit type of approach is based 
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upon the repeated observation that 
management, personnel, market and 
other potential soft spots can often be 
detected and corrected by this tech- 
nique some one, two or three years be- 
fore they show up in the conventional 
income and balance sheet figures. 

The sound application of such a 
management audit requires a knowl- 
edge of what is comprehended by each 
factor used. It also requires perspective 
and the practiced judgment which 
comes only from having applied each 
factor in the appraisal of many busi- 
nesses. 

Most company executives have had 
neither the opportunity nor the oc- 
casion to review the inside picture of a 
wide variety of businesses, from which 
they would gain the perspective neces- 
sary to prepare a management audit. I 
should like to suggest, therefore, a 
practical method by which an individ- 
ual management may appraise its own 
situation against the requirements of 
rough weather. 

Let’s assume that each of you wants 
to appraise your own company. As a 
basis, let’s start with the prediction of 
one large United States corporation 
that there will be a 20 to 25 per cent 
decline in general business activity in 
the near future. How would this affect 
your company ? 

The impact of such a drop would 
naturally not be the same on all indus- 
tries or companies. There are few in- 
dustries, however, that would not feel 
pressure of mild-to-severe intensity 
from a general business decline of such 
proportion. 

Ask yourself whether you have made 
adequate moves to make your com- 
pany, division or department shipshape 
to withstand this kind of weather. Are 
some of the weaknesses we have been 
discussing present in your company? 
One good way to face this question is 
to analyze your company’s profit and 
loss statement for the last 12 months. 
Then calculate what a 20 to 25 per cent 
decline in general business would do to 
the following items, projected a year 
into the future: 


(1) 
(2) 


Net sales 

Cost of Goods Sold 

(a) Material 

(b) Direct Labor 

(c) Manufacturing Expense 
Gross Profit 

Selling Expense 
Administrative Expense 
Operating Profit 

Net Profit 


(3) 
(4) 
(5) 
(6) 
(7) 
Let us project the Net Sales figure 
for the coming year. If you estimate 
that a general business decline of 20 to 
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25 per cent will decrease the volume of 
your industry by 20 per cent, how far 
do you estimate your company’s sales 
will decline? The answer should be 
reached only after a painstaking ap- 
praisal of all factors. 

Using the nine major points of weak- 
ness prevalent in many American com- 
panies as a check list, and the forego- 
ing discussion of each as background, 
ask yourself the following groups of 
questions as an aid to estimating the 
sales decrease your company will sus- 
tain. 





Ideas Do Get Around—Even 
in Hollywood! 
Observes Gene Autry (the Hollywood 


Horse-Opera Star) in a recent issue of 
his syndicated feature, “Horse Sense” : 


The newest bright idea is from Walter 
Mitchell, Jr., managing director of the 
Controllers Institute of America, who 
thinks we ought to call our system “the 
enterprise economy.” (See Editorial “The 
Enter prise Economy’ in‘ THE CONTROLLER 
for May, 1948—The Editors) 


He says words like ‘capitalism’ and 
“profit system’ make it easy for the reds 
to say we are trying to safeguard ‘‘vested 
interests.” 

I am not ashamed of capitalism or the 
profit system. Changing labels won't foo! 
the communists or ourselves. Our job is 
not to change the name, but to make the 
capitalistic profit system work so much 
better than communism that the words 
will inspire free men all over the world. 

Walter is trying to brand the wrong end 
of the steer. 


Well, at least we’re being read—even 
in Hollywood! 





(1) Is the organization structure of 
your merchandising sales, advertising 
and sales promotion areas sound? Are 
these areas part of a sound, over-all top 
management structure? Are they so co- 
ordinated as to achieve effective, eco- 
nomical cooperation? Are these func- 
tions logically grouped? Are lines of 
authority and responsibility clearly de- 
fined in a formal plan of organization? 
Are the organization structures of these 
areas expanded to handle the increased 
selling load of a buyers’ market, or are 
they still in a war-time, under-organ- 
ized condition ? 

(2) Are the key people who handle 
your merchandising, sales, advertising 


* and sales promotion capable of exercis- 


ing aggressive leadership? Or do you 
question their ability to face a tough 
buyers’ market ? 
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(3) Have you planned a sales pro- 
gram adequate to combat declining vol- 
umes? Is your kit of sales management 
tools, including market and sales re- 
search, sharpened and ready to produce 
adequate sales volume, regardless of 
business conditions? Or is your sales 
management complacent, uninformed on 
up-to-date market facts, and equipped 
with sales tools rusty from eight years of 
disuse ? 

(4) Is your company’s accounting set 
up to feed your sales division all needed 
information? Do your control and sales 
divisions see eye to eye on the total field 
of sales control, on the setting of quotas 
and budgets and the reporting of actual 
performance against them in detail? Is 
realistic work being done in the area of 
controlling selling expense ? 

(5) Does your credit department aid 
the company’s sales efforts as well as 
minimize credit losses? Is your discount 
policy compatible with the needs of a 
buyers’ market? Are adequate reserves 
provided? Does your credit department 
work with your sales division to help cus- 
tomers out of trouble, thereby securing 
their goodwill rather than their animos- 
ity ? 

(6) Is your inventory policy realistic? 
Are you taking your licking on 1939 
model or on “ersatz’”’ merchandise? Will 
the sales division go to market with 
products as good as, or better than, those 
of competitors? Or will it be faced with 
the job of disposing of inventory accumu- 
lations in a falling buyers’ market ? 


* * *K 


Based upon analyzing the results of 
this searching introspection, plus what 
you know of your competitors, ask your- 
self these questions: ‘‘Assuming sales vol- 
ume in our industry declines 20 per cent, 
how far will our own sales decline? Will 
they decline with the industry, less than 
the industry, or more than the industry?” 

Once you have estimated the reduced 
level of your sales volume, determine re- 
alistically the remaining items on your 
projected profit and loss statement, keep- 
ing in mind the nine major points of 
weakness we have discussed. 

With regard to the cost of goods sold 
projection, it is logical to suppose that 
manufacturing volume will be reduced 
as sales decline. When this occurs, what 
will happen to your direct labor cost per 
unit? Don’t forget that production runs 
will probably be shorter. Can you reduce 
over-all labor costs enough to prevent 
unit labor costs from rising? Will the ne- 
cessity for such reduction cause labor to 
cooperate to attain increased productivity ? 
Or will you be unable to reduce the di- 
rect labor costs in time? This might re- 
sult, for example, from employment-sta- 
bility policies, from the inflexibility of 
mechanization, or because the reduction 
leaves long-service, high-seniority, high- 
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wage employees operating high-produc- 
tion machinery at lower than its most eff- 
cient volume. 

How about material costs? They will 
probably soften, just as will the prices of 
your products. Naturally, your suppliers 
will resist. Can your company move ag- 
gressively to purchase quality materials at 
prices low enough to cover the decrease 
in your own selling prices ? 

How about manufacturing expense? 
Think in terms of “per unit’’ costs. Cer- 
tain items, such as fixed charges, will in- 
crease with reduced volume. Can you hold 
even on items of variable and semi-vari- 
able expense ? Can you so streamline your 
organization that, under declining vol- 
ume, overhead will increase only slightly 
per unit, or will this increase be substan- 
tial ? 

After thus projecting the company’s 
Cost of Goods Sold figure, turn your at- 
tention next to selling advertising and 
administrative expense. Again keeping in 
mind the nine major weaknesses, forecast 
realistically to what degree your com- 
pany can cut these classes of expense in 
line with the estimated decrease in sales 
volume. Think in terms of per cent to Net 
Sales. 

Now, enter your projected operating 
profit. Estimate other income and deduc- 
tions, calculate the corporate income tax 
obligation and, finally, show your pro- 
jected final net profit. 

Now ask yourself—''Have I been real- 
istic?” If you have, you will know just 
how well-prepared your company is to 
withstand a period of rough economic 
weather. You will be face to face with 
the cost—in terms of sheer, cold dollars 
of lost profit—of living with, instead of 
eliminating any weaknesses present. 

Just to carry the realism a little farther, 
ask yourself what effect your newly esti- 
mated net profit is going to have upon 
your directors, upon your stockholders, 
upon investors, upon your bankers. 

Let us direct our attention now to how 
you can change this picture. 


III. PROGRAM OF CONSTRUCTIVE ACTION 


If your company is so well-managed 
and so fortunate that the above careful, 
painstaking self-appraisal has flagged no 
weaknesses, it is reasonable to suppose 
that, although you will feel the rough 
weather when it comes, you will survive it 
with the least possible damage. If this is 
your situation, then “whatever it is you 
do, keep on doing it’’. 

But, and this is more likely—if your 
analysis has revealed some underlying 
weaknesses, your management then faces 
the following four steps of constructive 
action in connection with each: 
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(1) Assemble all facts and data bearing 
on each weakness, 
(2) Classify and analyze these facts and 
data, 
(3) Formulate a corrective program, 
(4) 
This collection and analysis of facts 


and 
Place the program into effect. 
and the consequent formulation of a pro- 





Fear of Depression 

If fear of depression could create 
the thing it fears, we certainly 
should be having a depression for a 
half year or so. This is what eco- 
nomic charlatans would bring about, 
if they could, so as to break the re- 
sistance against governmental man- 
agement of the economic system and 
to reopen the dikes of public spend- 
ing—which is what they are after. 

The expectation of an early reces- 
sion is due largely to confusing the 
over-all trend with temporary ad- 
justments, the basic economic fac- 
tors with secondary phenomena. 
The fundamental facts are: a full 
employment economy with labor 
shortage and bottleneck in steel and 
other vital materials; a pent-up de- 
mand for durables as never before; 
mass living standards higher than 
ever known; world-wide relief and 
reconstruction needs on a fantastic 
scale; vast demand for more and 
better instruments of production to 
meet the challenge of internal and 
external needs; greatly inflated dol- 
lar volume and credit potential to 
finance this high level of business 
and its further expansion. 

If we manage to keep expanding 
production without further diluting 
the currency, prices and incomes 
may reach a balance and we need 
not suffer the ill effects of a violent 
deflation. Free enterprise and free 
markets, in conjunction with intel- 
ligent management of the huge na- 
tional debt, constitute the only safe 
way to re-establish equilibrium. 
Presently, nothing endangers that 
road more than the futile policy of 
trying to melt away the Russian 
Iron Curtain by an American Dollar 
Downpour. 

Dr. Melchoir Palyi 
Chicago Economist 











gram require, just as the management au- 
dit required, a degree of uninterrupted 
concentration and an intensity of think- 
ing which are incompatible with the day- 
to-day administrative requirements of an 
operating job. To secure this uninter- 
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rupted attention, to secure the objectivity 
and counter-balancing stability of an out- 
side point of view, and to secure the per- 
spective judgment which comes from 
having handled similar problems for 
others, many companies engage profes- 
sional management counsel. 

Other managements have tackled the 
job themselves. If the job is to be done 
without the aid of consultants, the man 
or men selected from your own company 
should be individuals who have broad 
experience and demonstrated ability to 
approach problems objectively. It is urged 
strongly, that the individuals so selected 
be relieved of operating responsibility for 
the period of this special work. 

While those who have formulated the 
program may be used in an advisory ca- 
pacity, placing the program into effect is 
the job of the operating management. Ac- 
complishment of this job begins with 
management's desire to have it accom- 
plished. The spirit in which management 
sets objectives and the degree of insist- 
ence and determination it exerts toward 
their attainment will govern performance 
in getting prepared for rough weather. 

This four-step process requires con- 
siderable time. It usually requires more 
time than is estimated in advance. Al- 
though there is a tendency to live with 
these weaknesses when all is going well, 
foresighted managements will recognize 
the time requirement involved and start 
making improvements early. By so doing, 
management can tackle the job on a 
planned, carefully considered basis and 
avoid frantic “bailing out’’ under stormy 
conditions. 

We have now covered the three prin- 
cipal points of this paper. 

Let me conclude by urging that you 
apply serious thinking to the business 
situations in which you as individuals are 
involved. Throw your influence toward 
preparing, realistically, now, for less fa- 
vorable conditions in the future. From 
such action may come not only the re- 
wards of advancement but also the satis- 
faction of contributing toward an orderly 
correction of weaknesses and the avoid- 
ance of panicky, last-minute moves. 

All of this requires the ability to get 
disturbed early. If the balance of your 
company’s management lacks this ability, 
you can make a major contribution by 
supplying it. Consider the fundamental 
truth expressed in the adage, “a stitch in 
time saves nine’. 

Don't be afraid of being criticized as 
one who cries, “wolf, wolf’. Remember 
that any action taken to correct underlying 
weaknesses will be constructive in terms 
of better profit performance between now 
and the time stormy weather arrives. 

I urge each of you to get your company 
so set that you can answer “yes” to the 
question, “Js Your Company Prepared 
For Rough Weather ?”. 
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How Cutter Laboratories Is 


Budgeting for Better Management 


— is one of the principal 

mechanisms by which: 

First, the accountant can render a real 
service to his company while provid- 
ing maximum opportunity to himself, 

Second, the over-all end results of the 
company can be improved. 


Some of us at times are inclined to be- 
lieve that the budget, and the application 
of its principles, is limited to income and 
expense, cash, capital expenditures, and 
all the remaining conventional sub-sec- 
tions of budget application. There are 
others who believe budgets should be 
limited to such luxury items as donations, 
association memberships, and so forth. 
However, I believe these principles can 
be applied in a broader sense and that 
they can be utilized to realize other goals 
which are established to govern a busi- 
ness for a future period. 

All of us are frequently inclined to as- 
sume that our plans will crystallize favor- 
ably whether we formalize them or not. 
Surely in many instances they will. How- 
ever, to the extent that you agree that 
budget principles make sense and that by 
their utilization we provide better control 
when those principles are applied to sales 
or expense, I believe you will also agree 
that it is logical to assume the same prin- 
ciples will help us do other things. I be- 
lieve it is possible for us to help our com- 
panies do a better management job by 
activating many management goals 
through the extension of budgeting mech- 
anisms to the problem. 

The extent to which any company may 
experience the greatest values from gen- 
eralized extension of these principles will 
be very largely dependent upon the abili- 
ties and the aggressiveness of the account- 
ant. It is the accountant, and frequently 
only the accountant, who must generate 
the enthusiasm to strive to attain the ad- 
vantages that are available, and to justify 
and create a willingness to do the work 
involved. He will have to do some hand- 
holding and supply most of the leader- 
ship, if effective budgeting of any kind is 
to be realized. 

While there are many fields of man- 
agement to which budgeting can contrib- 
ute much, the foundation for such appli- 
cation is the financial budget. Further, the 
development of a good sales budget is a 
prerequisite to any budget leadership. 

I cannot emphasize the sales budget too 
strongly. A reliable budget of sales, that 


By Harry R. Lange 


enables a company to tie in its forecast 

of income with the other phases of its 

business, justifies extensive effort and any 
reasonable cost. 

Therefore, | would like to tell you of 
the extent to which we go at Cutter Lab- 
oratories to properly establish a sales bud- 
get. I do not say that our way is the only 
way to develop your forecast of income, 
but I do want to tell you about it to em- 
phasize the importance given to this ac- 
tivity and the over-all importance it bears 
to other management activities. 

Cutter has a Sales Budget Committee 
which consists of: 

The Vice President for Sales, who as- 
sumes responsibility for selling quan- 
tities estimated; 

The Vice President for Production and 
Research, who assumes responsibility 
for producing the products to be sold 
and their availability when wanted by 
Sales; and 

The Financial Vice President, who coor- 
dinates sales and production planning 
in accordance with financial limita- 
tions and desirability. 


The Committee meets each quarter to 
establish the sales budget for the follow- 
ing three months and for the three sub- 
sequent calendar quarters in order that the 
company may at all times be projecting 
its activities one year in advance. Consid- 
erable planning for this quarterly sales 
budget meeting precedes the actual meet- 
ing. Historical analyses are prepared, 
showing number of packages of given 
products sold in similar previous periods, 
and information is furnished in these an- 
alyses as to previous estimates made by 
the Sales Budget Committee for periods 
about to be reviewed. Care is taken to 


delete from these analyses all items of an 
insignificant nature in order that the time 
spent by the committee may be minimized. 
For example, we know that by confining 
our estimating work to about 35 per cent 
of our line we are able to cover about 93 
per cent of our sales. Therefore, we spend 
little or no time as a committee on 65 per 
cent of the number of our products, in- 
cluding package sizes, that produce only 
seven per cent of our sales. 


SALES BUDGET COMMITTEE 


Sales Budget Committee meetings are 
scheduled well in advance to permit the 
development of needed statistics, includ- 
ing plans currently in effect as to future 
production, estimates of future inven- 
tories, and current or future estimates of 
costs of products which are forecasted to 
be sold. 

The manager of our Production Plan- 
ing Department attends Sales Budget 
Committee meetings to answer questions 
as to future production plans and to re- 
flect decisions, as they are made, into his 
records in order that production plans 
may be coordinated with sales plans. Our 
Market Research Analyst likewise attends 
the meetings to furnish information as to 
product demand changes and trends, and 
his opinion as to quantitative sales de- 
cisions reached. Managers of producing 
departments are also available to answer 
technical questions as to availability of 
products. 

Thus the Sales Budget Committee, 
armed with appropriate statistics and as- 
sisted by the information that can be 
given to us by these specialists, is in a 
position to develop the sales forecast. 
This forecast is developed by considering 
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one product at a time and by giving ap- 
propriate consideration to the following 
matters: 

1. Current inventories. 
. Previous sales experience. 
Future demand. 
. Seasonal fluctuations. 
. Profitability of the item. 
. Future product availability. 


NW Rw 


To further the realization of our esti- 
mates we decide on sales promotional ac- 
tivities, recommend as to advertising em- 
phasis, and consider price revisions. Also 
to further our over-all economic position, 
we consider the elimination of undesire- 
able or unprofitable products, liquidation 
of overly large inventories, and frequently 
approve write-down of values of inven- 
tories of products which fail to meet sales 
expectations. 

By working on one class of products at 
a time, the estimates of packages to be 
sold, when completed for ‘that product 
class, go to the Accounting Department 
in order that estimated quantities may be 
transposed into dollar sales, costs, and 
gross profits. Very soon after package esti- 
mates are finished, the committee is sup- 
plied with dollar information on those 
estimates which enables us to evaluate, 
and revise if necessary, the dollar fore- 
casts established, in relation to actual dol- 
Jar results for similar previous periods, 
and gross profits applicable thereto. 

The estimates are then given to our 
IBM Department to be recorded on 
punched cards. Subsequently, daily re- 
ports as to actual dollar sales in relation 
to budget are published before 4:30 each 
day for sales reported through that day, 
together with overage or underage data 
for that day, and similar cumulative data 
for the month. In addition, monthly re- 
ports are published on the first of the fol- 
lowing month showing: 

. Package and dollar sales budgeted. 
. Package and dollar sales actual. 

. Packages budgeted for production. 

. Packages actually produced. 

. Inventory budgeted for month-end. 
. Actual inventory at month-end. 
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Each month, as soon as this monthly re- 
port is available, the Sales Budget Com- 
mittee holds a meeting in order that a re- 
view for the month just ended may be 
made and necessary corrective steps taken, 
and that trends may be quickly noted and 
the need for appropriate sales or pro- 
duction emphasis or de-emphasis deter- 
mined. 

This sales budget then is the key to all 
of our financial budgeting. From it we are 
able to determine the monthly, quarterly, 
and yearly volume at which we will be op- 
erating and the income which will be 
available to us, that we may in turn estab- 
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lish production cost and other expense 
levels. 

To do a complete sales budget job, 
production must tie in very closely to 
sales planning. The quantities that are es- 
tablished by the Sales Budget Committee 
being immediately transposed into pro- 
duction schedules enable us to tell at the 
end of each month not only that sales 
failed to meet or exceeded their forecast, 
but that production did a better or a 
poorer job than they should have done. 
By meeting each month the committee 
can quickly sense trends as to the need 
for increasing or curtailing production in 
order that inventory unbalance may be 
avoided. . 

Prior to the first of each year, based on 
forecasts of sales dollars for the following 
year, operating expense limits are estab- 
lished. An over-all dollar budget for the 





Tale of Two Dogs 

A Russian wolfhound, exiled 
in London, lunched with an Eng- 
lish bulldog. 

“Can't offer you much,” said 
the bulldog. “Since the food 
shortage, Master even keeps the 
bone. How’s Russia?” 

“All the food we wanted,” 
said the wolfhound. “Big chunks 
of meat! Juicy bones!” 

“How come you're here, 
then?” asked the bulldog. 

“Well, a fellow likes to bark 
once in a while, doesn’t he?” 








year is fixed for administrative expense 
and for selling, research, and advertising 
expenses. These expense limitations are 
established at a figure which, when de- 
ducted from our anticipated gross profit, 
will provide a net profit that is adequate, 
after taxes, to pay dividends, provide 
needed capital equipment, and add the 
proper amount to our surplus. No changes 
are made to these budgets unless impor- 
tant variations in sales occur, which makes 
such changes necessary or desirable. 

In other words, when we know what 
sales are expected to be and the amount 
of gross profit those sales should develop, 
by establishing a budget of profit for the 
year in line with what we believe we have 
a right to expect from that volume of 
business, we know, by deduction, the re- 
maining amount that is available for op- 
erating expenses. While, for one reason 
or another, we may not realize the sales 
that we forecast, to the extent those sales 
are not realized and the gross profit there- 
from is not forthcoming, our current re- 
view of sales trends enables us to 
promptly take the necessary steps to cur- 
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tail production and operating expenses, 
This then permits us to maintain a rela- 
tive profit on sales we do make, and in- 
ventories in proportion thereto. 

It is not my intention to devote more 
space to the other conventional budgets 
for cash and capital expenditures and so 
forth, except to say that to be without 
them is, in my opinion at least, an in- 
fraction on the part of the accountant as 
to his responsibility to aid management 
to do a complete management job. Rather, 
I would like to devote the remaining time 
to a field of management activities to 
which the accountant can contribute in a 
material way through the use of budget- 
ing principles. 


ESTABLISHING GOALS 


The president of our company uses 
these principles in a way that illustrates 
what I am trying to say. At the beginning 
of each year he asks his top executives to 
supply him with a one-year and a five-year 
outline of their planned accomplishments. 
He asks that these plans not be general- 
ized and that they not be merely a te- 
iteration of day-to-day responsibilities. He 
asks also that they cover specific impor- 
tant goals which, as he puts it, ‘‘need lift- 
ing above the day-to-day routine’, and 
that they be brief but definite indications 
of specific goals which that executive real- 
izes need accomplishment. 

A deadline is established as to when 
those plans are to reach him and when he 
receives them he thoroughly discusses the 
proposed plans with the executive. He 
either approves or disapproves individual 
projects and frequently indicates timing 
as to their completion. In addition, exec- 
utives are expected to request and approve 
similar plans from their subordinates, and 
they from theirs, and so on down the line. 

At the end of the year the executive is 
expected to give a report to the president 
as to his accomplishments under the plan. 
This is what he said he would do; this is 
what he did. 

In other words, the president of our 
company uses ithe principles of budgeting 
in a way that furthers the goals of man- 
agement. These plans are used as tools by 
which important activities can be directed 
along channels that are deemed desirable 
while providing yardsticks by which ex- 
ecutive and supervisory performance can 
be measured. 

I would like to give you another ex- 
ample of a use of the principles of bud- 
geting to attain a management goal. I re- 
fer to the personnel budget. 

When I say “personnel budget” I do 
not refer to anything elaborate or 1n- 
volved. I do refer, however, to a simple, 
well thought out plan, very much along 
the lines of the one- and five-year plans 
mentioned above. 

The executive is required at the begin- 
ing of each year to budget merely the 
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number of people he expects to have in 
his division at the end of each month, or 
at the end of the quarter, or at the end of 
the year. The executive does this after 
each of the subordinates of that executive 
have done the same. This budget is then 
submitted to management and provides 
it with an opportunity to modify person- 
nel plans and to indicate where manage- 
ment believes too many or too few em- 
ployees are being planned for. Not only 
does this procedure provide management 
with a voice in the development of per- 
sonnel plans, but this budget becomes an 
invaluable instrument of control to main- 
tain personnel at the proper level. Also, 
management is again provided with an 
excellent measuring device as to divisional 
or departmental supervisory performance 
thereunder. 

Some of you may feel that, if super- 
visors are going to do very many things 
of this sort, pretty soon they won’t be do- 
ing anything else, but I would have to 
take issue with that point of view. 


Day-To-DAay PLANNING 


It seems to me that planning along such 
lines is no different than planning a day- 
to-day job. Here is what I mean. You 
have seen the type of fellow who always 
has a big pile of stuff on his desk. He al- 
ways works a lot of overtime. He never 
has what you want because it’s in his pile 
some place but he is just getting ready to 
start on it now. You have probably seen 
the other type of fellow too. His desk is 
usually clear; he is usually free for a dis- 
cussion, and he is probably the fellow 
who is riding the other one with the pile 
of stuff on his desk. 

The difference between these two men 
could be: The first one takes things as 
they come, does the best he can but, since 
he thinks he has too much work anyway, 
he never has the time to do the very thing 
the second fellow does to keep himself 
on top of his job. I like to think that the 
second fellow, by budgeting his time and 
planning his work, becomes more effec- 
tive and contributes more to the success 
of his company than the other confused 
fellow will ever be able to do. 

It has been my experience, whenever 
a desired goal is planned, the time taken 
to plan the work is made available many 
times over through an orderly realization 
and accomplishment of objectives. In ad- 
dition, the planning itself frequently pro- 
duces evidences of possible errors in 
judgment which, from their recognition 
through prior planning, can then be 
avoided. 

As an example of this, I should like to 
cite recent references to businesses with 
inventory troubles. Well, why shouldn't 
inventories be budgeted and at least a 
part of these troubles avoided? Budget- 
ing, whether it be applied to inventories 








Budgetary Control Scheduled as Subject 
For Annual Meeting of Controllers 


Among the speakers at the 17th Annual Meeting of the Controllers Institute of 
America, in New York, October 10-13, will be Curtis H. Gager and Floyd H. Row- 
land. They will discuss “Budgetary Control’ at the Monday afternoon session. 


Mr. Gager is Vice-President and a Director of General 
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Foods Corporation, New York, which he joined in 1929. As 
an Associate Merchandising and Advertising Manager 
from 1932 to 1937, he was in charge of promotion for 
Walter Baker products and for La France and Satina. In 
1935 he became a Vice-President of General Food Sales 
Co., Inc., and two years later was appointed Vice-President 
and General Manager of Walter Baker & Company, Inc. 
He was President of the Corporation from 1938 until 1945. 
He is a member of the Executive Committee of the Choco- 
late and Cocoa Manufacturers of America and of the In- 
formation Committee of the Committee for Economic De- 





velopment. 
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Floyd H. Rowland was author of the first book that the 
Institute sponsored—“How to Budget for Profit’—for which 
Frank J. Carr, the Institute’s President at that time, wrote 
the introduction. The major portion of Mr. Rowland’s ca- 
reer has been spent as a professional management con- 
sultant, namely as a partner of Stevenson, Jordon, and 
Harrison, Inc., senior engineer with Ford, Bacon and Davis, 
Inc., and senior partner of Floyd H. Rowland & Company, 
all of New York. A former Vice-President of the Associated 
Development and Research Corporation, New York, he is a 
founder and chairman of the National Board of Directors of 
the Budget Executives Forum and author of “Budgeting for 
Management Control” and “Business Planning and Control.” 





or anything else, does not in itself guar- 
antee a perfect result for, after all, noth- 
ing is ever perfect. To the extent, how- 
ever, that we take time to budget care- 
fully and then by a review of actual fig- 
ures become aware of variations from 
previous planning, we also become aware 
of trends and of situations which we can 
quickly recognize as not being conducive 
to the realization of desirable end results. 
Once aware of these conditions we can 
soon decide what to do. Frequently lack 
of awareness is the principal reason for 
later difficulties. 

In speaking of inventory budgets, again 
I do-not refer to an involved or elaborate 
budget. Generally speaking, budget prin- 
ciples can be applied to most problems 
while maintaining simplicity, and inven- 
tories are no exception. 

Let’s consider raw materials. It is not 
difficult, by a review of usage records, to 
establish a limit, quantities and dollars, 
for each item or group of raw material 
items that should be on hand at a future 
date. 

By examination of delivery time re- 
quirements and by keeping records of de- 


THe CONTROLLER........... 


livery time on individual items up to date, 
budgets for raw materials on order can be 
established. 

By determination of length of process 
time to take a manufactured item from 
its raw material to its finished stage, par- - 
ticularly when selling plans are known, 
dollar limitations of work in process can 
be established. 

When plans to sell finished goods are 
known, working stock requirements at 
one location or another can ke established. 


WORKING YARDSTICK 


Therefore, we can establish quantity 
and dollar budgets for raw materials on 
hand and on order, and for work in pro- 
cess and finished goods inventories to a 
point that we are able to provide a work- 
ing yardstick by which to require per- 
formance from the purchasing or produc- 
tion or sales or any other departmental 
group that may have responsibility for in- 
ventories. Again let me repeat, that by 
doing these things we do not assure our- 
selves of a perfect answer. If, however, 
we keep on top of our sales picture and if 
we establish flexible budgets that will 
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lend themselves to the flexibility required 
by sales trends, inventories will be closer 
to desirable inventory values than they 
otherwise would be. 

There is likewise no difference between 
budgeting wages and budgeting anything 
else. You can require commitments in ad- 
vance from department heads as to 
amounts of payroll costs they will incur 
for a future period. These budgets can 
state names of people as well as wages, 
and provisions for wage adjustments as 
well as for overtime and other payroll 
costs can be made. Such budgets give 
management an opportunity to approve or 
modify them, in order that they may con- 
form to management goals. Not only do 
such budgets provide the advantage of 
enabling management to participate in 
the advance planning for incurring pay- 
roll expenses, but they again provide 
another excellent yardstick by which man- 
agement can gauge performance of super- 
visors. 


PROFITS BY PRODUCTS 


There is a whole new field, at least it 
is new to the extent that it is not widely 
used, in management budgeting to im- 
prove profits. That is the field of budget- 
ing profits by items. All of you are, of 
course, familiar with application of man- 
ufacturing costs, whether they be stand- 
ard or otherwise, to specific products. 
You also are probably familiar with the 
general content of accountants to be satis- 
fied to compute gross profits on specific 
items, and stop there. However, develop- 
ment of ways to allocate operating ex- 
penses to specific products, in addition to 
the allocation of manufacturing costs to 
specific products, in order to establish a 
standard operating profit on a_ specific 
product certainly opens a new field of 
management leadership for accountants. 





Simplified Billing Urged To Decrease 
Costs and Delays In Distribution 


Methods to simplify pricing and bill- 
ing, which conserve clerical time, reduce 
costs and eliminate delays in distribution 
of industrial supplies, were revealed in 
the first copy of a comprehensive pricing 
analysis presented recently by R. H. 
Russell, treasurer of J. Russell & Co., 
Inc., Holyoke, Mass. Mr. Russell spoke 
at a joint regional sales conference of the 
American Supply and Machinery Manu- 
facturers Association, Inc., and the Na- 
tional Supply and Machinery Distribu- 
tors Association in Boston. 

In an analysis of operations involved 
in handling a typical order, Mr. Russell 
pointed out that 11 steps occurred, each 
requiring clerical or accounting work by 
the distributor, at 50 cents per order, 
without including costs of selling, man- 
agement, rent, interest, taxes and indirect 
expenses. 

Based upon conclusions of these stud- 


ies, Mr. Russell reported that in billing 
of more than 32,000 items tabulated 
during the study, “39 per cent of the 
total were handled at a loss by the dis- 
tributor.” To provide details of obsolete 
clerical operations imposed on distribu- 
tors by manufacturers, contributing to 
these high costs and operating losses, 
Mr. Russell cited economies made pos- 
sible by improving practices. From one 
source alone a saving of $100 per carload 
was made, after manufacturers cooper- 
ated to ban non-productive effort on their 
line. 

A focal point of unnecessary time-con- 
suming effort is the antiquated “chain 
discount” pricing system which prevails 
in many lines, Mr. Russell stressed. He 
urged elimination of the “hocus-pocus 
of list and chain discounts which is the 
greatest time waster in the industrial 
distributor’s business.” 





I question that there is very much dif- 
erence in the problem of allocating ad- 
ministrative costs to a particular product 
than there is in the problem of allocating 
the expense of the stores department, or 
the purchasing department, or the salary 
of the works manager. Selling and dis- 
tribution expense offers many interesting 
avenues for thoughts as to proper alloca- 
tion and control. Certainly advertising 
costs and research expense offer various 
challenging ideas for allocation to prod- 
ucts. 

No doubt as time goes on we are going 
to hear more and more about the accept- 
able ways and means by which account- 
ants can allocate operating expenses to 








Nod defaneo 


“How's the old gang at the office?” 
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products. In the meantime there is a great 
deal that can be done now to enable man- 
agement to budget profits on specific 
items. Or, to say it another way, account- 
ants can utilize all budgets of costs to help 
management establish prices at amounts 
that will yield proper profits. 


ALLOCATE SELLING AND DISTRIBUTION 
EXPENSE 


You know what it costs to manufac- 
ture or to buy a specific product that you 
sell, and you can choose a reasonable way 
to allocate your selling and distribution 
expense in order that that product may 
bear its proper share. Probably an analyti- 
cal review of your records will indicate 
some common-sense means by which you 
can apportion advertising and administra- 
tive costs to each product to require it to 
carry its fair share of those expenses. To 
the extent that you can budget in advance 
what you reasonably can expect to sell, 
you can also forecast allocation of cost 
and operating expense and thus forecast 
the profit that sales of each product 
should produce for you. When the net 
profit for a product is known, manage- 
ment is in a position to consider revision 
of the selling price on that product to 
provide the kind of profit that is wanted, 
assuming, of course, that competitive cir- 
cumstances do not prevent price changes. 

I have given several illustrations of 
ways open to the accountant to apply bud- 
geting principles to management prob- 
lems. I suspect that I have gone far 
enough to convey to you that I believe 
better management can be realized 
through wider utilization of these prin- 
ciples. 
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STARRING THE NEW 97 


AUTOMATIC 


Printing cavcurator! 





REMINGTON RAND PRESENTS A Command Performance 


The Controller, September 1948 





Businessmen the world over wrote 


the script for Command Performance. 





Told us exactly what their ideal calcu- 
lator would be. “Give us larger capac- 
ity,” they said, “more speed, quieter 
action — simple, automatic operation. 
Above all, we still want the invaluable 


proof on the printed tape.” 


Four years of design, test, improve and 
re-test set the stage. Then followed 
business previews. From everywhere 
came rave notices for “the calculator 
that businessmen built.” Now, we 
proudly raise the curtain on the new 


“97” automatic Printing Calculator! 


CHEERS FOR PRINTED PROOF! Every fac- 
tor, every answer printed on the tape. 
Takes only a second to check accuracy. 
And you have a permanent record for 
your files. 


AUTOMATIC DIVISION HAILED! As easy 
as day-dreaming. Simply enter figures 
and touch the divide key. The ‘97’ auto- 
matically completes and prints the prob- 
lem, and automatically clears. 


MULTIPLICATION ACCLAIMED! Talk 
about time-saving! Amazing new ‘‘short- 
cut’ feature reduces cycling time up te 
50%. Electrified, single action multiplica- 
tion is fast, easy, foolproof. 


& CAPACITY APPLAUDED! You wanted 
large capacity. The new “97” handles 
amounts up to a trillion dollars as easily 
as it figures pennies. It's sized for your 
every need! 


LISTS, ADDS, SUBTRACTS! Truly an all- 
purpose figuring machine. The versatile 
“97, with its printed tape, is a calculator 
and an electric adding machine too. Saves 
time, cuts costs. 


10-KEY TOUCH CONTROL! Enter figures 
as you read them, on the compact, 10-key 
keyboard. Finger groping and head wav- 
ing are passé. Even beginners find rapid 
touch method natural. 


QUICK, QUIET, ELECTRIFIED! Sound- 
proofing cushions keep high speed motor 
action muted. And remember, it's com- 
pletely electrified—prints every factor and 
clears automatically after every problem. 





315 FOURTH AVENUE, NEW YORK 10, N. Y. 








ipsa TIMES in the Annual Report 
for 1947 of the United States Steel 
Corporation, the independent auditors’ re- 
port uses the words “accounting princi- 
ples.” Also the report contains two state- 
ments which might be called qualifications. 
The first is a statement on the effect of a 
change in inventory methods from ‘‘aver- 
age cost” to LIFO in certain subsidiaries 
and the second, the additional depreciation 
of $26,300,000 in partial recognition of 
the increased replacement cost of long-term 
facilities which are being worn out or ex- 
hausted in production. The stress and 
strain of the times are bringing to the 
front in ever-accelerated tempo this di- 
vergence between “‘accounting principles” 
and business economics. The example 
cited above is only one of many recent 
evidences of the growing divergence be- 
tween the two fields and the increased 
need for business reports to focus more 
and more on business economics. 

The accounting profession has good 
and tried accepted “accounting principles” 
to go by to present financial statements 
but these no longer seem to fill the entire 
need for information that is today becom- 
ing one of the major problems of man- 
agement, not merely information for the 
“initiated” but information for employees, 
stockholders and general public. 

In an address at the Annual Meeting 
of the American Institute of Accountants 
last year, Donald R. Richberg stated in 
part as follows: 


“You are all aware that the standard 
forms and methods of accounting pro- 
vide a most inadequate basis for a clear 
understanding by employees of what 
wages the company can or ought to 
pay.” 


‘This illustrates one of the aspects con- 


Accounting Principles vs. Business Economics 


By Henry Keyserling 


fronting management in its use of ac- 
counting information. 

Each year Financial World and other 
organizations publish their findings on 
the best annual reports. Little, if any- 
thing, is said about the auditors’ report 
and the formal statements prepared in ac- 
cordance with accepted “accounting prin- 
ciples” and it appears that the emphasis 


development and the importance attached 
to it by accounting executives, the 194g 
Eastern Regional Spring Conference of 
the Controllers Institute had three promi- 
nent and nationally recognized authori- 
ties on business economics. 

What are these business facts that we 
find of so much interest to everyone but 
a desire for information not only on “ar- 








A Choice of Accounting Concepts 





“Accounting must make up its mind in the near future whether it is pri- 
marily a matter of historical monetary arithmetic or of constructive busi- 
ness economics. Today, it is loosely afloat in the limbo between these two 


concepts.” 


—Wnm. Blackie, Vice-President, Caterpillar Tractor Company 








in rating annual reports has shifted to 
forecasts, make-up, president’s report, 
supplementary statistics, simplified finan- 
cial statements and any other contents 
which make the annual report understand- 
able even to a relatively untrained reader. 
The reason for this change in the con- 
cept of annual reports is clearly brought 
out in the recent survey of the Control- 
lership Foundation on ‘“The Public’s Ac- 
ceptance of the Facts and Figures of Busi- 
ness Accounting” and in similar surveys 
and polls conducted by other organiza- 
tions. Mere accepted ‘‘accounting prin- 
ciples” do not meet the demand for broad 
understanding of business economics. 
Every day one hears discussions of 
business trends, gross national product, 
labor supply, productivity and _ similar 
items. These are the contemporary points 
of interest not only to the business men 
but to everyone concerned in some form 
or other with business. To illustrate this 





HENRY KEYSERLING has charge of the Accounting Divi- 


sion of the Plymouth Cordage Company, 


In the early part of his career, Mr. Keyserling served as a 
public accountant with Haskins & Sells, New York, and also 
spent seven years with the Swedish Match Company in the 
Far East, opening new sales territories and managing 
match factories there. Prior to joining the Plymouth Cord- 
age Company in 1944, he spent a number of years as a 
management consultant, leaving the firm of Booz, Allen & 
Hamilton, New York, to take up his present position. Mr. 
Keyserling is a member of the Controllers Institute. 
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rested”’ figures at some arbitrary date but 
a need to express the dynamic condition 
of business—its direction, its velocity and 
its internal strength. These are all matters 
that are more truly problems of applied 
economics and to express them requires 
accounting techniques that are new and 
have not yet earned the blessing of ac- 
cepted “accounting principles.” 


MEETING THE NEED 


Even accountants today will seldom ar- 
gue the need of this type of information. 
The economic welfare of companies today 
is too closely knit to the company’s own 
activities to ignore it. Thus, a company 
with a poor labor policy can find public 
resistance to its products or a company 
with a ‘‘natural”’ may still find it hard go- 
ing if distributors and outlets do not 
have confidence in its management, in- 
ventory policies or similar aspect of its 
internal operation. This is a_ radical 
change from the days when a company, 
manufacturing a nationally accepted prod- 
uct, was often a completely unknown 
name to the public and it was even con- 
sidered a virtue to conceal as much of the 
company’s business life as possible. 

This may be just an idle surmise but it 
might be more than coincidence that the 
growth of the position and importance of 
controllers in management has coincided 
with the growing interest and importance 
of company operations as a matter of 
public record. 

This change in the demands of the 
times has not gone unnoticed in the pub- 
lic accounting profession and much time 
and thought is being devoted to this 
problem by the Committee on Accounting 
Procedure of the American Istitute of Ac- 
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countants. A reading of the Accounting 
Research Bulletins issued by the American 
Institute of Accountants reveals a marked 
awareness of this subject as well as the 
tug-of-war between the limitations of ac- 
cepted “‘accounting principles” and the 
need for information on the broader basis 
of business economics. 

In this connection Accounting Research 
Bulletin No. 13, on Page 113, states as 
follows: 


LIMITATIONS OF CURRENT 
FINANCIAL STATEMENTS 

While many items in financial statements 
are determinable with substantial accuracy, 
others involve estimate or approximation 
and require the exercise of informed judg- 
ments within a comparatively wide range of 
reasonableness. There is increasing recogni- 
tion of the fact that the significance of peri- 
odic financial statements is limited accord- 
ingly. The tentative character of such state- 
ments is accentuated under war conditions 
because of the change in methods of doing 
business and because accounting measure- 
ments are largely dependent on the course 
and duration of the war. Current financial 
statements are, therefore, necessarily less in- 
dicative of such things as earning capacity, 
ability to pay taxes and capital value than 
statements prepared under normal conditions. 


In a recent issue of the Journal of Ac- 
countancy, LIFO was discussed at length 
and the author draws a sharp distinction 
in his objections to the use of LIFO. He 
considers that it is merely a means of ex- 
pressing a matter of business economics, 
but that in doing so, it violates the con- 
cept of accepted ‘accounting principles.” 

A review of the ‘Accounting Survey of 
525 Corporate Reports’’ published by the 
American Institute of Accountants, brings 
out even more clearly the growing spread 
within the ranks of the accounting pro- 
fession as between those who confine 
themselves strictly to accepted “‘account- 
ing principles” and those who recognize 
the need for broadening their reports and 
statements to meet the demand for infor- 
mation required by business, even when it 
does not conform to the conventional 








Corporate Profits in 1947 
8.6% of National Income 


Corporate profits in the United 
States during 1947 amounted to 
$17 billions, or 8.6 per cent of the 
national income, while wages and 
salaries totaled $105 billions or 52 
per cent, according to a Survey of 
national income statistics. 

Payrolls showed a dollar gain 
of 132.71 per cent over 1929, 
while dividends increased by 
16.78 per cent. The “real value’ 
of the 1947 dollar, according to 
the survey (based on prices pre- 
vailing in 1939) was 63 cents. 
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What Is the Truth About Property Values? 


During the course of the 
17th Annual Meeting of the 
Controllers Institute, in New 
York, October 10-13, the en- 
tire session on Tuesday morn- 
ing will be devoted to an anal- 
ysis of capital values, property 
accounts, and depreciation. To 
discuss this portentous subject, 
the Program Committee has 
arranged for the appearance 
of George D. Bailey, Partner in 
the national accounting firm 








MR. WHITE 


of Touche, Niven, Bailey & 
Smart, Detroit, and Charles M. White, President of Republic Steel Corporation. 

Mr. Bailey is immediate past president of the American Institute of Account- 
ants and for many years, including three as chairman, he was a member of that 
organization's Committee on Accounting Procedure. 

Mr. White has had a varied career as Iumberman, tanner, telephone lineman, 
railroad construction worker and steel worker. He joined Republic in 1930 as As- 
sistant Vice-President in charge of operations, and was made Vice-President in 
charge of operations in 1935, and President in 1945. 





limits of the accepted “accounting prin- 
ciples.” 

It would seem that the time has come 
for a thorough clarification and airing of 
this problem. There is little argument 
that can be advanced to support a conten- 
tion that accepted ‘accounting principles” 
in themselves are not sound. On the con- 
trary, they are the careful and studied de- 
velopment by the best brains of the ac- 
counting profession. The question today, 
therefore, is whether the accounting pro- 
fession is not at the cross-roads where it 
must begin to expand its techniques and 
its fundamental concepts of its position 
in business, if it is to maintain the posi- 
tion which it now holds. The reputation, 
standing and respect which the account- 
ing profession has won over the years in 
the minds of the public is seemingly in 
danger of being rapidly obscured and dis- 
sipated by the new trend for information 
and facts not covered by the present 
limited scope of accepted ‘‘accounting 
principles.” 

There even appears more than a trace 
of evidence that management is devoting 
time and effort to explain to the readers 
of reports that the figures as presented by 
the public accountants have an entirely 
different significance when evaluated as a 
part of a going, growing, well-planned 
and well-managed business. This informa- 
tion thus becomes the focal point around 
which management is building its aware- 
ness of the public interest. It seems a fair 
question, therefore, to askk—what then are 
the financial statements and reports pre- 
pared by public accountants going to 
mean in the course of time? Will they 
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deteriorate into a check on the honest 
and probity of management in the very 
narrow sense of the bonding company ? 

Even income taxation has gone beyond 
the limitations of ‘accounting principles” 
although the progress is still slow and 
inadequate in many instances. With the 
help of Congress and the pressure of eco- 
nomic need, income taxes have been 
adapted to recognize business economics. 
The carry-back and carry-forward provi- 
sions, the use of varying inventory meth- 
ods which best reflect a true condition of 
a particular business, the recognition of 
business cycles, and many more, are all 
examples that reflect the acceptance of 
economic facts. 

No one will deny that presently ac- 
counting methods and ‘‘accounting prin- 
ciples” are faced with a difficult and com- 
plex task. Not only is the pressure great 
for broadening the entire field encom- 
passed by accounting but the mechanics 
therefore have not yet been devised and 
shaped, the new concepts are not clearly 
defined and the present pace of change is 
more hectic than ever. This is not a prob- 
lem confronting solely the public ac- 
countant. Accounting executives likewise 
are constantly faced with the need for 
finding a satisfactory solution. 

However, before much progress can be 
made the one fundamental problem will 
need resolution; Is accounting to follow 
merely accepted “accounting principles” 
which are understood only by a small 
number of trained men or is it also to 
take its place as a live, dynamic and vital 
component of business management in 
the progress of business today ? 
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The Insurance Buyers’ Latest “Headache” 


EVER IN THE history of insurance 

has there been such a condition as 
now prevails, nor one more perplexing. 
Due to a combination of factors, the insur- 
ance companies (other than Life) are both 
unwilling and unable to absorb all of 
the business which is being offered, 
and they are twisting and squirming in 
a confusing manner to get rid of many 
of their risks and some of their agents. 

Some of the dominant factors are: 


1. Insufficient capitalization to ab- 
sorb the present volume of business re- 
sulting from inflation of values; 

2. The loss of an important part of 
foreign reinsurance capacity ; 

3. The drain on operating surplus, 
resulting from the fundamental require- 
ment that 75 per cent of each three year 
premium and 90 per cent of each five 
year premium must be set aside as an 
unearned premium reserve, when it 
costs the average company about 50 per 
cent of its premiums for acquisition and 
operating costs; 

4, The alarming rise in the ratio of 
loss costs to premiums. 


In 1946 the fire losses paid and the 
expenses incurred of all Stock insurance 
companies just equalled the premiums 
collected on fire insurance; a few com- 
panies made some underwriting profit 
but others lost heavily. The cost of au- 
tomobile property damage and collision 
losses has been great, due principally 
to reckless drivers and the inflated costs 
of repairs. Crime losses have increased 
greatly, both in frequency and in se- 
verity. The 1947 results, not yet available, 
promise to exceed 1946. 

Underwriting losses are not uncom- 
mon by years and by classifications, and 
they will be cured by raising rates. In 
Maryland there was a rise of from 10 
per cent to 40 per cent in most of the 


By Dwight W. Sleeper 


fire rate classifications last year. Next 
will come an increase in the so-called 
“Extended Coverages” rates, due to the 
abnormal windstorm losses and the 
Texas City, Tex., explosion. At least 
thirteen States have already promul- 
gated such general rate increases and 
all will doubtless do so. The loss ratio 
in Boiler Explosion and in Machinery 
Breakdown and Burnout underwriting 
has been so bad during the last three 
years that some buyers have not been 
able to get sufficiently large limits to 
meet their needs, and a substantial rise 
in rates seems inevitable. 

It isn’t the rising cost of insurance 
which is now so disturbing—such rises 
will not be too burdensome. It is the 
increasing problem of getting and of 
keeping in force, adequate coverages of 
high quality which concerns the large 
and careful buyers. 

For example, some of the companies 
have quit writing boiler insurance; 
more have stopped writing automobile 
collision, liability and property damage 
risks, either nation-wide or in certain 
areas. Certain companies have been 
willing to accept the cream of these 
risks but none will accept the culls. All 
of the companies are choosing their 
risks with greater care than ever, and 
seem ruthless to many an agent in the 
way they now treat his business. In fact, 
the companies are cancelling their 
agency contracts wherever the over-all 
loss experience has been unsatisfactory, 
regardless of volume. 

No longer does the agent dominate 
the underwriter and the loss depart- 
ment manager of his companies. Gone 
is the day when the agent can tell his 
companies that they must accept his un- 
desirable risks or classes of business if 
they want his good business. No longer 
can he play one company against an- 
other to force some special concession 








MR. SLEEPER 


THE CONTROLLER........... 


DWIGHT W. SLEEPER, Director of the Insurance Buyers’ 
Council, Boston, began his business career as an engineer 
with the Boston Elevated Street Railway Company. He then 
served as a fire protection engineer for the Underwriters 
Bureau of New England, which was followed by an asso- 
ciation with the National Lumber Manufacturers Associa- 
tion, in connection with insurance and five prevention engi- 
neering problems. A previous manuscript, on “Insurance 
Coverage Analysis is Important,” appeared in the Decem- 
ber, 1946, issue of THE CONTROLLER. 
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for a customer—an old trick of doubt- 
ful ultimate benefit to the buyer. The 
companies know they now can get all 
the business they want, either by direct 
or by reinsurance of each other. 

Don’t misunderstand me. I don’t mean 
that the companies are becoming arbitrary 
or unreasonable. More than ever they want 
all the well-owned, soundly-managed and 
adequately protected business they can 
safely handle with their present resources 
and reinsurance facilities, but only at rates 
and under policy conditions which prom- 
ise some little possibility of producing an 
underwriting profit. But day by day the list 
of rejected risks grows larger—in fire, au- 
tomobile, workmen’s compensation and 
transportation risks particularly. 

I think the day of the small-time agent 
and broker is passing, as the companies are 
being forced by the economics of the times 
to lower the rates of commission, and to re- 
quire greater financial responsibility and 
more than order-taking ability of the 
agents. There isn’t much that the com- 
panies can do in the way of pre-loss serv- 
icing for the small buyer ; but for the larger 
buyers they are steadily moving to bring 
about an improved quality of loss-preven- 
tion services, a higher caliber and wider 
experience among their contact men, and 
increasing cooperation in all elements of 
the business between the company and the 
assured. Some of the larger agents don’t 
like this, because they have persuaded 
themselves (and to some extent their cus- 
tomers) that they own their accounts and 
so dominate their companies. 


PuBLic Law 15 


You also have heard about, but may not 
understand, Public Law 15 under which 
the United States Congress has passed laws 
to control the operation of insurance com- 
panies, holding that they are engaged in 
inter-state commerce and so are subject to 
regulation. Briefly, it is apparently the in- 
tent to require uniform rating procedures 
which will permit legitimate competition 
but will prevent unduly favoring certain 
buyers or certain types by concessions not 
granted to others. 

This will tend to a standardization of 
rating methods in which some buyers will 
find they can no longer enjoy preferential 
discounts unless resulting from better than 
normal loss experience, while the com- 
panies and the sellers (agents and brokers) 
will be forced to compete on the basis of 
better attention, more intelligent analyses 
of the buyer’s needs, better loss prevention 
services, and reduced costs either through 
sharing profits or reduced operating ex- 
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What could it save for you? Whether you 
employ 50 or 50,000, mechanized account- 
ing is the answer to today’s high cost of 
hand-figuring. After mechanizing with Na- 
tional Accounting Machines, firms of every 
size report savings up to 30%. These savings 


THE NATIONAL CASH REGISTER COMPANY, 


often pay for the whole National installa- 
tion in the first year. Thereafter, they run 
on year after year as a clear reduction in 
operating expense. Ask your local National 
representative to check your set-up and 
report specifically the savings you can expect. 


DAYTON 9, OHIO 
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pense, which, after all, is a much sounder 
method than rate cutting, trick forms, re- 
bating of commissions, etc. 

What I have said is intended to explain 
the background of the situation in which 
some of the larger buyers are already in- 
volved, and many more will be if the rise 
in labor and materials costs goes even 10 
per cent higher. You may not plan any 
new building or the purchase of any addi- 
tional machinery, equipment or any larger 
inventories, but you cannot avoid the effect 
of rising costs on your present property. 
Never forget that, for insurance purposes, 
whatever you have to insure is valued at 
current new cost for identical property in 
its present location, less a percentage of 
new cost which will fairly measure the de- 
preciation incurred by the present age, con- 
dition and probable remaining useful life 
of what you now have. Original cost, de- 
preciation reserve calculated for tax pur- 
poses, and today’s second hand market 
price are to be disregarded in calculating 
insurable value. And if the companies must 
pay your loss on such a basis, they rightly 
expect you to buy insurance accordingly. 


THE PRESENT DANGERS 


The great threat to the property insur- 
ance buyer now is the possibility that he 
cannot buy at any price enough insurance to 
equal the amount required by the 80 per 
cent or 90 per cent or 100 per cent coinsur- 
ance condition in his policies. So far, the 
stock companies and many of the mutuals 
show no sign of waiving the coinsurance 
condition and the penalty for non-com- 
pliance at the time of loss. There is also no 
possibility of waiving the obligation im- 
posed on the employer to pay compensation 
to injured employees or their beneficiaries, 
nor are the courts and juries likely to mod- 
ify legal liability laws and penalties for ac- 
cidents growing out of negligence in safe- 
guarding the public from injury, just 
because the insurance companies have re- 
fused to insure the premises, operations, 
automobiles, boilers, or employees of as- 
sureds with bad loss records. 

In the face of such conditions it should 
be helpful to discuss some of the remedies 
available to the buyers, especially to those 
responsible for maintaining the insuran~e 
indemnities and defenses of the larger op- 
erations. If you are one of the many who 
have always assumed that plenty of com- 
panies will write your various risks, and 
that any one of several agents or brokers 
can get you whatever you are willing to 
pay for, so toh... with your present com- 
panies if they get fussy or complain about 
what you don’t do that they ask for, then 
maybe it is now time to change your at- 
titude. You might be surprised to find 
how difficult it can be to replace your 
coverages in any company, to say nothing 
of another equally good. 
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Uniform Expense Accounting For Fire, Casualty Firms 


Uniform accounting rules, the first in the history of the fire and casualty insurance 
business, were announced on July 1 by Robert E. Dineen, Superintendent of Insurance 
of New York State. Providing for the uniform classification of expense accounts, the 
rules are designed to produce a major improvement in expense statistics of fire and 
casualty insurers. 

The regulation is effective as of Jan. 1, 1949. Promulgation by June 30 was in ac- 
cordance with a specific requirement of the uniform accounting statute, permitting the 
companies six months in which to adjust their practices. 

Mr. Dineen, in commenting upon the regulation, said that “the action taken in 
establishing uniformity in expense accounting will be recognized as a milestone in fire 
and casualty insurance history. It will inevitably provide a vast improvement in ex- 
pense statistics, and will make it possible for the public, the industry, and the Insur- 
ance Department, to have confidence that the expense of conducting the insurance 


business is spread equitably over all policyholders.” 





For the purposes of this discussion I 
am assuming that you are the executive of 
your company who is in full charge of 
making all decisions relating to insurance, 
and will be held responsible for the satis- 
factory payment of all losses and defense 
and indemnity against all damage claims. 
Or if you are not that person, then I am 
hoping you will at least be able to pre- 
sent this discussion adequately to the of- 
ficer or to the Board of Directors who 
may have such responsibilities. 

A remarkable change is taking place in 
the concept which the public has of insur- 
ance as its value becomes more appreci- 
ated; more persons are buying it; more 
will want more of it as it becomes more 
difficult to obtain. But too many persons 
still think that, having paid a premium 
their responsibility has been wholly trans- 
fered to some tremendously rich corpora- 
tion which will, or can be forced to, pay 
liberally for whatever has been damaged, 
even though the loss may be several hun- 
dred times more than the insurance pre- 
mium. 

On the other hand, the larger buyers 
are coming to conceive of their insurance 
companies as decidedly important and in- 
terested partners in their business enter- 
prise, since it is they who stand between 
the business and distress or dissolution 
when the loss or damage suit is encoun- 
tered; consequently they recognize a joint 
interest in the business venture and a 
joint obligation to cooperate with each 
other in all proper ways. 


ONE HELPFUL REMEDY 


Our first recommendation is that you 
get acquainted with your insurance com- 
panies and cultivate them much as your 
sales manager seeks to know and work 
with the customers; look at the business 
from the company’s side as well as from 
your own. 

To those who buy from direct-dealing 
mutual or reciprocal companies, this will 
not be a new angle, but to many who deal 
with the companies only through agents 
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or brokers the manner of establishing 
such a personalized relation with the com- 
pany officers may not seem so simple. Yet 
you may be surprised to find how much 
the head office executives and supervising 
staff know about your risks and how read- 
ily they will respond, through specially 
trained men, to any intimation that you 
want to get together with them to de- 
velop a close understanding of each oth- 
ers’ problems. 

To some of you who have been accus- 
tomed to divide your various types of 
risks with as many different companies, 
or who have bought your property cov- 
erages from many agents and companies, 
it would be prohibitive to think of becom- 
ing acquainted with and cultivating the 
favorable opinion of so many. But large 
buyers have been moving away from the 
burden of dealing with many companies 
and agents and towards a concentration 
of the entire requirements in as few com- 
panies as possible. 

There are many advantages to this aside 
from convenience ; the combined premium 
may become large enough to be of real 
importance to the company and will war- 
rant prompt and adequate attention from 
the experts; it will justify a company in 
caitying the entire account through a pe- 
riod of bad loss experience when a por- 
tion of the premium would cause the un- 
derwriter in charge of the peril which 
produced the loss to quit; it may also 
make it possible for the company and the 
assured to share equitably the benefit of 
better-than-normal loss experience. When 
the business is divided among numerous 
companies and agents, it becomes rela- 
tively unimportant to them all, and un- 
duly expensive to handle; no one knows 
all the details and none has any sense of 
responsibility. 

Cautious buyers will wonder if such 
concentration may not endanger the sta- 
bility of their insurance market or their 
certainty of recovery. Undoubtedly 4 
wise and experienced buyer will give 4 
lot of thought to the quality of what he 
is getting for his premium dollars, and to 
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Scanning the Conttollership Scene 





Higher Profits and Dividends Forecast 

The Federal Reserve Board says 1948 business profits are 
“likely to be larger” than in 1947. As a result, the Board said 
in a recent issue of its monthly bulletin, cash dividends prob- 
ably will be higher. 

The Board also looks for undistributed profits to continue 
high and business borrowings through new securities and 
bank loans to increase. 

“The financial position of business corporations as a group 
today is still strong,” the bulletin said. 

“The very high dollar volume of sales of the past two years 
has been accompanied by an unusually large volume of profits 
since profit margins have generally been maintained.” 

The Board compiled data from the published reports of 
200 of the largest manufacturing corporations in the country. 
They showed: 

“The average (median) profit after income taxes (and 
other costs) was 7.8 cents per dollar of sales in 1947 as com- 
pared with 6.7 cents in 1946 and 7.2 cents in 1939. 

“Estimates for all corporations as a group indicate an even 
more favorable comparison of current with pre-war profit 
margins. This is due primarily to the exceptionally small 
number of unprofitable companies in business today as con- 
trasted to prior years.” 


Watch Materials Handling Costs! 

Savings on materials handling offer industry the key to a 
reduction in its over-all production costs, industrial experts 
emphasized at a recent session of the American Society of 
Mechanical Engineers. 

A survey cited by Frank M. Blum, division manager of 
the Harnischfeger Corporation, vevealed that materials 
handling costs are actually about 36.3 per cent of the over- 
ali production cost instead of the 25 per cent that had been 
previously acknowledged by industry. 

He urged that in purchasing materials handling equip- 
ment, it should be evaluated on a basis of service duty classi- 
fications, keeping in mind the use for the job to be per- 
formed, rather than the initial expense. 


Accelerated Trend in Holiday Pay Revealed 

The trend toward paid holidays for production workers 
is evidently continuing, according to a survey on holiday 
provisions in one hundred union contracts, by the National 
Industrial Conference Board. In 78 of the 100 union con- 
tracts analyzed, pay is provided on holidays even though 
no work is performed. In the remaining 22 contracts, time 
off on holidays without pay is specified. 

The fact that more than three-fourths of these recent 
agreements provide for paid holidays stands out in sharp 
contrast with provisions of holiday clauses studied by The 
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Conference Board in 1942, the analysis notes. At that time, 
only a small number (approximately 15%) of the agree- 
ments analyzed contained provisions for holidays with pay. 

An analysis of the 78 contracts granting paid holidays 
shows that the number of recognized holidays “‘varies from 
two to eleven.” However, the survey continues, “‘six paid 
holidays appear to be the prevalent practice, since this is 
the number in nearly three quarters of the agreements ex- 
amined.” 

These six holidays are New Year's Day, Memorial Day, 
July Fourth, Labor Day, Thanksgiving, and Christmas. 

Most of the union agreements studied specify penalty or 
premium rates to be paid when an hourly employee works 
on an observed holiday. A double-time rate of pay for work 
performed on a holiday is required in over half of the con- 
tracts studied which specify paid holidays. 

Double and one-half time (the unworked holiday pay 
plus a penalty rate of time and one half) is the rate of pay 
for holiday work specified in over 25% of the 78 contracts. 
Two contracts require triple time for holiday work; ‘‘that is, 
a double-time penalty rate in addition to pay for the un- 
worked holiday.” 

In the 22 contracts that do not require pay for unworked 
holidays, a double-time rate of pay for holiday work is spec- 
ified in half of the agreements. In nine contracts, work per- 
formed on a holiday is compensated for at the rate of time 
and one-half. 


Tax Load Explained to Employees 


In order to put across to its employees the increasing burden 
of taxation, the Copperweld Steel Company, Glassport, Pa., 
has given them copies of its 1947 annual report, which shows, 
along with other figures, the cost per employee of gove-n- 
ment’s “share.” In addition to the amount withheld to cover 
his personal income tax, the report points out, taxes assessed 
against the company average $9.96 a week for each employee, 
out of the average wage of $70, while other direct and in- 
direct taxes paid by the workers total $17 to $20 a week. 

Taxes are not the only costs presented per employee: the 
same approach shows that dividends in 1947 amounted to 
$2.48 per employee per week, and that compensation to the 
executive staff amounted to $1.56 a week on the same basis. 

According to T. G. Councilor, Assistant to the President and 
Controller of the company, under whose direction the booklet 
was prepared, the report is now in its second printing, be- 
cause of the wide demand for copies. 


A Timely Thought in Any Season 

Corporate controllers and financial officers will give a 
fullsome nod of approval to the following observation by 
Nathan L. Miller: 


Waste and extravagance increase, again in arithmetical 
progression, as the distance increases from the place of 
spending to the treasury from which the money is obtained. 
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js Inventive Ingenuity on the Decline? 

A desire to see a resurgence of inventive ingenuity was 
voiced recently by the Machinery and Allied Products Insti- 
tute. Whether the indisputable decline of 15 per cent in 
United States patent applications since 1930 is a straw in the 
wind portending technological stagnation such as has over- 
taken Great Britain remains to be seen, said William J. 
Kelly, president of the Institute. But the country, and capital 
goods manufacturers in particular, he added, would have 
greater cause for optimism if there were a resurgence of in- 
ventive ingenuity which would be reflected in a sharp up- 
ward trend in patent applications. 

The all-time high in patent applications in the United 
States was reached in the calendar year 1929, with 94,738, 
including designs and reissues. During the depression there 
was a decline of almost 40 per cent. Not until 1946 did 
patent applications approach the 1929 figure, and then, 
strangely, they began to decline again. 

Over the long span, Mr. Kelly said, patent applications 
have risen and fallen roughly with business activity gen- 
erally, except that there is always a sharp decline during war 
years, probably because would-be inventors are otherwise 
occupied. Had the historic pattern been followed the 1929 
peak would have been surpassed before the war, and the 
postwar volume be substantially higher than any previous 
peak. Such is not the case by far, Mr. Kelly said. 

The MAPI, which recently issued a report on “Tech- 
nological Stagnation in Great Britaim,”’ called attention to a 
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similar leveling off of patent applications in Great Britain 
about 1910, paralleling the technological stagnation of that 
country. 

Six factors, often advanced to explain at least part of the 
decline in the United States, were analyzed by the Institute. 
They are: 

1. A higher standard of invention in recent years than for- 
merly. 

2. Adverse court decisions. 

3. Fewer applications from foreigners. 

4. Greater concentration of manufacturing in big com- 
panies to whom patents are relatively less important. 

5. Slow response from the Patent Office, due to shortage 
of facilities, which may discourage inventors dealing with it. 


6. The innumerable hazards to formation of new small 
businesses to whom patents are most important. 


Mr. Kelly said some of these factors may appear to dis- 
credit patent applications as a measure of technological ad- 
vancement, but on careful analysis most confirm it and ex- 
plain the decline. 


Making the Economy Function 

There are only two ways to make an economic system func- 
tion. One is through the iron fist of the police state which 
orders work done on penalty of concentration camp and the 
bsick wall. The other way is to have iron money, that is, 
strong money which induces people to work because it will 
buy what they want. So declares Lewis H. Brown. 


Who Owns Big Business? 

Contrary to the belief of a majority of the American peo- 
ple—as shown by a recent opinion poll of the Controllership 
Foundation—the large industrial corporations are not owned 
by a handful of the ultra-wealthy, nor is their control in the 
hands of a few individuals. 

A study of the stockholdings in the 123 largest manufac- 
turing companies, including all those with assets of over one 
hundred million dollars each, shows that five out of every six 
shareholders own one hundred shares or less. This survey, 
published in the July issue of Trusts and Estates, also indi- 
cates that the majority of the larger stockholders are institu- 
tions and fiduciaries who in turn represent scores to hundreds 
of individuals, as well as many civic, educational or elee- 
mosynary institutions from which the entire community may 
benefit, as in the case of hospitals. 

Three of these corporations are still owned by the found- 
ing families; in the 52 others reporting such data there are 
only four in which any individual owns as much as ten per- 
cent of the voting stock. In 24 of these companies no indi- 
vidual owns as much as one percent of the common stock. 

Women outnumber men stockholders in the 31 companies 
which have made this breakdown: there are about 15 women 
to every 14 men shareholders. Women own an average of 
28 percent of the total common stock of the eighteen corpora- 
tions giving this information, in addition to which they are 
beneficiaries of a large share of the stock held by fiduciaries, 
trust funds, brokers, investment and insurance companies. 

Stockholders outnumber employees by 6,126,713 to 
4,464,000 for the entire 120 listed corporations, whose as- 
sets total $51,041 millions. Further indication of the wide 
ownership of industries is shown by the fact that only 16 of 
the 120 companies have less than 10,000 shareholders each, 
and ten have more than 100,000 each. 

Most of the 353,322 institutional or fiduciary holders rep- 
resent many times that number of beneficial interests of indi- 
viduals, among their total holdings of 41 percent of the com- 
mon stock of the corporations for which such analysis is 
available, as more and more investment has become chan- 
nelled through professional investors. 

—PAUL HAASE 
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Insurance 
(Continued from page 458) 





the adequacy and dependability of his 
sources of supply. This isn’t altogether a 
matter of the solvency of insurance com- 
panies—although there are some of the 
larger ones which may not last out the 
next two years—nor is it a question of 
whether it is safer to use Stock, Mutual, 
Reciprocal or Lloyd’s insurers, for in each 
of these groups there are some which are 
tops in every respect, some which are less 
desirable, and some which the informed 
buyer will prefer to avoid. 

Buying insurance involves a lot more 
than just getting a policy. Even the wisest 
and most experienced buyer can be helped 
and strengthened materially by competent 
underwriting consultants, fire, accident 
and crime prevention engineers, valuation 
analysts, and loss adjusters who can bring 
to his aid their wide experience in many 
industries and plants, and their knowl- 
edge not only of how others have solved 
their problems but also the even more 
valuable knowledge of mistakes which 
should be avoided. 

Have you found all the insurance agents 
and brokers of your acquaintance equally 
well informed and experienced ? 

Do they all seem to be equally valuable 
to you? 

Are they equally well acquainted with 
the operations and hazards of your busi- 
ness and do they create your program or 
just depend upon you to do the original 
thinking and to tell them what you want 
them to do? 

Our next recommendation to you is that 
you carefully select the company or com- 
panies and/or agent or broker most likely 
to serve you as you should be served. In 
this you may need competent and disin- 
terested advice. Many a good account has 
gotten a bad name because the buyer al- 
lowed it to be “shopped around”’ by sev- 
eral agents or brokers, or because the 
buyer thought it a good idea to change 
companies periodically for competitive rea- 
sons. 

It is just as proper and important for 
you to discriminate in the selection of 
companies and agents, and to commit 
them to your requirements of quality serv- 
ice, as for the companies to require you to 
protect your properties, prevent accidents 
and losses, and comply with policy re- 
quirements in addition to paying pre- 
miums. 

Assuming that yours is not a “distress 
account’ or otherwise undesirable to the 
underwriters, you should carefully formu- 
late the details of the service you may 
rightfully expect of your agent and the 
company, taking account of any previous 
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weaknesses or dissatisfaction you have 
experienced. These should then be care- 
fully explained to the representatives of 
your preference, and they should be com- 
mitted to an agreement to fulfil your re- 
quirements as to inspections, conferences, 
loss and claims handling, etc. In turn, 
they should clearly explain what they ex- 
pect of you, the scope of their responsi- 
bility, their operating methods and limita- 
tions. 

Since many of the company contacts 
and services are performed by fire, acci- 
dent, boiler, elevator and other inspectors, 
arrange for them to report back to those 
in authority before leaving your premises ; 





Sixty-six of 143 companies sur- 
veyed by Dean J. Hugh Jackson of 
Stanford University, have by-law 
provisions covering the office and 
prescribing the duties and respon- 
sibilities of the controller. Other 
Companies, it is noted, approach 
this through “executive orders” or 
“management relations.” 

Although the by-law provisions 
vary greatly in their length and con- 
tent, the substance of each by-law 
provides that “the comptroller shall 
be the principal officer in charge of 
the accounts of the company.” 

Dean Jackson observes that “one 
company by-law very interestingly 
closes with the statement that ‘one 
person shall not at the same time 
hold the office of treasurer and that 


Au 


of comptroller’. 





don’t let them be treated like ‘‘step-chil- 
dren”; make sure that their comments 
and recommendations are listened to in- 
telligently, and comply with them when 
possible. These men are specialists in 
their line and will give their best efforts 
to those who appreciate them, while their 
report of unsatisfactory attitude may cost 
you your insurance. 


A FINAL SUGGESTION 


To the insurance companies the most 
important element of underwriting today 
is loss ratio, not premium income. Re- 
member that. If you know that your com- 
panies have made a profit on your account 
(and that means that your losses on each 
type of insurance have been less than 50 
percent of the premium you have paid), 
then do your best to keep it that way and 
stay happy. If you know that any company 
has paid back to you more than 50 percent 
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of the premiums you have paid to it, you 
better sit very quietly and study how to 
make your account more profitable and 
attractive to the present carrier, praying 
meanwhile that it will not decide to order 
your policies cancelled. You had better 
also consider not making claims for small 
losses, remembering that several smal] 
claims from an insured will often disturb 
an underwriter more than one large claim, 
since it suggests carelessness or an un- 
desirable attitude towards insurance. 

If for some good reason you are dis. 
posed to change companies, or are forced 
to do so, you should first secure from the 
present and the previous carriers the de- 
tail, by years and by types of risks, of the 
premiums you have paid and the losses 
paid to you by the companies during the 
previous five years, and preferably ten 
years, before making any effort to interest 
a new company. If there was some un- 
usual or unusually bad loss, get the full 
details. 

If the average loss ratio for the period 
of any type of insurance has been greater 
than 50 percent, then you better prepare 
a careful analysis of what has been done 
to make the future record better. For at 
least as long as insurable values remain 
on their presently inflated basis you are 
sure to be in a seller’s market, in which 
the demand for more coverage regardless 
of cost will be in excess of the underwrit- 
ing Capacity. 

Your ability to get what your business 
requires will depend largely upon your 
loss record and your ability to convince 
the underwriters that you are fighting with 
every means at your disposal to prevent 
losses. And before you change carriers or 
threaten to do so, make sure that you 
have completed all the arrangements and 
have the firm offer of an acceptable com- 
pany, not just the assurance of an agent 
or broker that he can take care of you. 


College Graduate Training In 
Industry Surveyed 


The National Office Management As- 
sociation has announced the publica- 
tion of a Survey Summary on the Train- 
ing of College Graduates in Industry. 
This Summary, sponsored by the Na- 
tional Research and Education Commit- 
tees of the Association, was prepared by 
Bernard J. Koehler, Business Methods 
Department of the Western Electric 
Company, and Instructor at Johns Hop- 
kins University. It is based on the find- 
ings of a NOMA Research Survey cov- 
ering the training programs of 124 
companies in nine major fields of in- 
dustry. 

Although the Survey was prepared 
for the Members of the National Office 
Management Association, non-Members 
may purchase copies from Association 
Headquarters, 12 East Chelten Ave., 
Philadelphia 44, Pa. 
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Suppose fire struck your business today? 
What would be your first need to resume 
business quickly and profitably tomorrow? 
Replacement stock? New equipment? Addi- 
tional Capital? New Orders? 
Business men in similar predicaments have discovered their first 
need to be—RECORDS! Records to establish insurance “proof of 
loss” .. . records with which to continue efficient customer service 
... records to enable prompt collection of accounts receivable .. . 
records to establish needed lines of credit .. . records to permit 
prompt procurement of equipment to resume a profitable business. 
Statistics reveal that 43% of all businesses whose records are 
burned out by fire never open their doors again! 

For real record protection, you can’t rely on old-style safes. 
The Safe Manufacturers National Ass’n has declared that safes built prior to 1917 are 
obsolete and have outlived their protective qualities. Even new, uninsulated steel files offer 
less than five minutes protection for their paper contents in fires of moderate intensity. 
“Fire-resistant” buildings cannot offer complete record protection, either. Again and again, 
Fire Department photographs reveal the outside structure of a “fire-resistant” building 
standing undamaged after a fire with nothing but a twisted mass of rubble and ashes inside. 

That’s why you need insulated equipment which has been scientifically tested and is 
certified to protect vital operating records from fire. Remington Rand has a size and style of 
Safe-Cabinet Product to provide convenient certified protection for any record or document 
in your office twenty-four hours a day at point-of-use. For detailed information, call in our 
representative. His expert knowledge of record protection needs may save your business! 


2 
Rominglon Rand +» « FIRST NAME IN RECORD PROTECTION 
Copyright 1948, Remington Rand inc. 
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Program Builders for Controllers’ 


Pach Bros. 


HE PROGRAM for the 17th Annual 

Meeting of the Controllers Institute 
—to be held in New York at the Hotel 
Commodore, October 10-13—has_ been 
the subject of enthusiastic anticipatory 
comment from all parts of the country. 
The men who developed the program 
and arranged for the speakers deserve 
the modest recognition which this pige 
can give them. 

As indicated on other pages of this 
issue, the speakers are outstanding author- 
ities; each is thoroughly conversant with 
his particular subject on the Annual 
Meeting agenda. 

The subjects, as announced in a pre- 
vious issue of THE CONTROLLER, in- 
clude: 

“The Truth About Your Property 

Values” 

“Budgetary Control—The Manage- 

ment Approach” 

“Federal, State and Local Taxation” 

“Fundamental Tax Principles” 

“Today’s Economic Outlook” 

“Business Looks at the Rules of Ac- 

counting” 


Bachrach 





WAYNE MARKS 
General Foods Corp. 
New York 


Walter BE. Owen 








ALLEN OTTMAN 
American Hard Rubber Co. 
New York 





Beidler-Viken 





ARTHUR SURKAMP 
United States Rubber Company 
New York 


NEVILLE ASHCROFT 
Scott & Bowne 
Bloomfield, N. J. 


THEODORE GLOISTEN 
American Home Magazine Corp. 
New York 


Conway 





CLAUDE HUPP 


Glenmore Distilleries Co. 
Louisville, Ky. 


FRANK KLEIN 


Worthington Pump & Machinery 
Harrison, N. J. 


CHARLES KUSHELL, JR. 
Port of N. Y. Authority 
New York 


Deming Camr-Arts 


Blackstone 





BERNARD RODEY, JR. 
Consolidated Edison Co. 
New York 


M. M. ROSENBERG 
American Smelting & Refining 
New York 





LEITH WATKINS 


H. H. SCAFF W. J. WARDELL LOUIS WEBSTER 
Ebasco Services, Inc. American Can Company Panhandle Eastern Pipe Line - Thomas J. Lipton, Inc. 
New York New York New York Hoboken, N. J. 
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UTSTANDING professional and 

business men have already accepted 
the Program Committee’s invitation to 
speak at the 17th Annual Meeting of the 
Controllers Institute of America, October 
10-13, in the Hotel Commodore, New 
York. 

Special luncheons have been planned, 
Arthur L. Boschen, General Chairman of 
the Meeting, and Controller of Vick 
Chemical Company, New York, an- 
nounced in a recent letter to all members 
of The Institute. ‘“The high calibre of the 
speakers at these luncheons,” he said, 
"is self-evident, e.g.: CHARLES H. Dy- 
SON, President, Textron, Inc., New 
York: RopertT M. HuTcuins, Chancel- 
lor, The University of Chicago; and 
ALAN H. TEMPLE, Vice-President, Na- 
tional City Bank, New York.” 

Other speakers will include GEORGE 
D. BaiLeEy, C.P.A., Touche, Niven, 
Bailey & Smart, Detroit ; Dr. SOLOMON 
FABRICANT, National Bureau of Eco- 
nomic Research and Chairman, Productiv- 
ity Conference, New York; Curtis H. 
GacER, Vice-President and Director, Gen- 








etal Foods Corporation, New York; W. 
L. HEARNE, Tax Supervisor, United 
States Steel Corporation, New York; 
WiLLForD I. KiNG, Professor of Eco- 
nomics, New York University, New 
York: FLoyp H. ROWLAND, Senior Part- 
ner, Floyd H. Rowland Company, New 
York: Dr. EMERSON P. SCHMIDT, Direc- 
tor of Economic Research, U. S. Chamber 
of Commerce, Washington, D. C.; 
Tuomas N. TARLEAU, of Willkie, Owen, 
Farr, Gallagher, & Walton, New York; 
and C. M. Wuirte, President, Republic 
Steel Corporation, Cleveland, Ohio. 


Industry Conferences 


Industry Conferences—under the chair- 
manship of L. M. Nichols, Controller, 
General Electric Supply Company, Bridge- 
port, Conn.—are now being developed 
by members of The Institute for Tuesday 
afternoon, October 12. 

A special conference is also being 
planned, for those not represented by an 
Industry Conference, on “Social Costs 
0s. Productivity.” 

The 17th Annual Banquet of The In- 
stitute will be held on Tuesday night. 

A tour of the recently completed New 
York International (Idlewild) Airport, in 
Jamaica Bay, Long Island, has been ar- 
ranged for Wednesday afternoon, October 
13, through the courtesy of The Port of 
New York Authority for those attending 
the meeting. 

Hotel and travel reservations should 
be made as early as possible, the Annual 
Meeting officials point out. 


17th Annual Meeting in New York 








Sunday, October 10 LUNCHEON— ‘Accounting Principles” 
MorNING—Meeting of the local Control Speaker: Mr. Dyson 
presidents Chairman: Henry C. Perry, Treasurer, 
Chairman: Allen L. Fowler, Past Presi- The Heywood-Wakefield Company, 
dent, Philadelphia Control Gardner, Mass. 
Vice Chairman: A. L. Kropf, Presi- SpEcIAL SEssioN—'‘Social Costs vs. Pro- 
dent, Detroit Control ductivity” 
LUNCHEON—National Board of Direc- — ReneS: Semmnen ae Fase 


tors Chairman: Allen H. Ottman, Control- 


ler, American Hard Rubber Com- 


AFTERNOON—Registration; Reception 
8 pany, New York. 


for members 


BANQUET— Subject and speaker will be 


announced later. 
Monday, October " Chairman: Christian E. Jarchow, Presi- 
MorNING—Registration; Annual Busi- dent of The Institute. and Vice- 
ness Meeting (for members only) President and Comptroller, Interna- 


: tional Harvester Company, Chicago. 
LUNCHEON—Call/ to order: Mr. Boschen oa “a8 


Chairman: K. Y. SIDALL, Controller, 


The Proctor & Gamble Company, Wednesday, October 13 
Cincinnati, Ohio. MoRNING—''The Federal Tax Outlook”’ 
Speaker: Dr. Hutchins Speaker: Mr. Tarleau 
“Tax Principles” 
AFTERNOON— ‘Budgetary Control—The Speaker: Professor King 
Management Approach” “What's Happening in State and Local 
Speakers: Messrs. Gager and Rowland Taxes” 
Chairman: Frank Klein, Vice-Presi- Speaker: Mr. Hearne 
dent and Director of Budgets, Chairman: Oscar N. Lindahl, Vice- 
Worthington Pump and Machinery President-Finance, Carnegie-Illinois 
Corp., Harrison, N. J. Steel Corp., Pittsburgh. 
LUNCHEON— ‘Business Outlook” 
Tuesday, October 12 Speaker: Mr. Temple 
MorRNING—"‘The Truth About Your Chairman: John H. MacDonald, Chair- 
Property Values” man of the Board of Directors of 
Speakers: Messrs. White and Bailey the Institute; Administrative Vice- 
Chairman: Leith V. Watkins, Secre- President in Charge of Budget & 
tary and Controller, Panhandle East- Finance, National Broadcasting 
ern Pipe Line Company, New York. Company, New York. 





Hearne, King, Tarleau to Speak on Taxes 


Conwa 





MR. TARLEAU DR. KING 


Federal, state and local tax principles and problems will be given an intense 
analysis at the Wednesday morning, October 13, session of the 17th Annual Meeting 
of the Controllers Institute. Speakers on that occasion will be Dr. Willford |. King, 
economic analyst; W. L. Hearne, tax supervisor of United States Steel Corporation, 
New York; and Thomas N. Tarleau, attorney, of Willkie, Owen, Farr, Gallagher and 
Walton of New York. 
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Do you dream 


of nice round figures? 


Doleful comptroller Daniels 
dreams of them wistfully for ver 
human reasons. 

The figures in his daily life 
are never nice and round, often 
wrong, and take days to dig out 
of the records for reports that the 


9? 


boss always wants “‘Right away! 

It’s the endless copying, cross- 
filing, collating and compiling 
that give Daniels the twitches. 
Clearly a case for Keysort. 

With McBee Keysort, a mar- 
ginally punched card becomes the 
original record with clock cards, 
job tickets, orders and invoices... 
all keyed and sorted so easily that 
reports which once took weeks to 
compile take only a few hours. 

You can have all the facts 











MCB : 
Su 
Sy 





Uy 


about your business right at your 
fingertips ... fast and fresh and 
economically . . . with the help cf 
Keysort cards and machines. 

There’s a McBee man near 
you. Ask him to drop in, or 
write us. 





KeysortT is easy to learn, easy to use, 
requires little specialized job training 

. increases the individucl work out- 
put without increase of individucl effort. 


THE McBEE COMPANY 


Sole Manufacturers of Keysort — The Marginally Punched Caru 
295 Madison Ave., New York 17, N. Y. Offices in principal citie. 


Industry Is Paying More 
“Real Wages” to Workers 


The weekly pay check of the average 
American factory worker bought 27 per 
cent more goods last May than could have 
been purchased with the pay check he was 
receiving in 1939. 

In return for the check, with purchasing 
power 27 per cent higher than his 1939 
pay check, the worker put in 2.2 more 
hours of labor. 

Reviewing the recent history of wages 
and prices, an analysis shows that factory 
workers’ hourly earnings increased 61 per 
cent between 1939 and 1944. Cost of liv- 
ing rose 26 per cent, so that “real’’ hourly 
earnings—the amount of goods the money 
would buy, increased 28 per cent. 

Average hours worked per week in- 
creased from 37.7 to 45.2, and because 
of premium rates for overtime, the longer 
work week further increased the weekly 
earnings. 

The net effect was to raise average 
real hourly earnings of factory workers by 
28 per cent and their real weekly earnings 
by 53 per cent. 

Both weekly and hourly earnings 
slumped slightly after the war emergency, 
chiefly because of industry's return to a 
normal work week with less overtime 
pay. By January, 1946, weekly earnings 
were 15 per cent below January, 1945— 
approximately the wartime peak—and 
hourly earnings 6 per cent below the peak. 

Since January of 1946 organized labor 
has forced two rounds of general wage 
increases on the economy. The record of 
real wages in the same period is a clear 
demonstration of the futility of this 
policy. 

The net result of the two rounds of 
wage increases is that real hourly wages 
in May, 1948, were 2 per cent lower than 
in January, 1946, and real weekly earn- 
ings were 4 per cent lower. 

This slump in real wages despite in- 
creases im monetary pay demonstrates 
how raising wages adds to inflationary 
pressures and aggravates problems pre- 
vious rises created. Although the decline 
was too smal! to have much significance, 
it shows why economists do not believe 
a mefe increase in monetary wages can 
permanently improve the real income of 
labor or any other group. 


* * * 


“For the first time in our history this 
nation’s industrial strength has been al- 
lowed to decrease, and if this process of 
economic deterioration is to be halted, 
the American people must be resold on 
the economic truth that a fair return for 
investments is vital to economic health 
and industrial prosperity.” —Fred G. 
Clark, General Chairman, American Eco- 
nomic Foundation, New York. 
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PITY THE FELLOW who tries to do every- 
thing himself! He usually winds up with 
“Wall Street Colic” or worse. And every - 
thing he manages to do suffers from the 
lack of careful, expert attention. 

We don’t pretend to be psychiatrists. 
But we do specialize in providing that 
extra “right hand” for busy executives 
on their fact-and-figure finding needs. 

What’s more, this organization of 
specialists is prepared to serve you with 


the largest and most diversified inde- 


TABULATING + CALCULATING > 

















Who wants to be an Octopus? 


pendent punched-card tabulating service 
in the country. 

You'll like the way STATISTICAL 
relieves you of nerve-wracking detail in 
working with you on your Tabulating, 
Calculating, Typing and Marketing Re- 
search requirements. You have no prob- 
lems of procuring equipment; no need 
to hire special personnel; and no fretting 
over facilities standing idle. 

Phone or write our nearest office for 


complete details. 


TYPING - MARKETING RESEARCH 


JTS TU, Ne TABULATING COMPANY 


53 WEST JACKSON BLVD., CHICAGO 4, ILL. Telephone HArrison 2-2700 


50 Broadway, New York 4, N. Y. 
Telephone WHitehall 3-8383 


Arcade Building, St. Lovis 1, Mo. 
Telephone CHestnut 5284 
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Lifo Spreads in Retailing 

Approximately 50 retail stores are 

now using Lifo according to a recent 

announcement by the National Retail 

Dry Goods Association. This method 

of inventory valuation is now in use 

following the United States Tax Court 

decision (January, 1947) in the Hutz. 

ler Brothers case and the published 

regulations (December, 1947) by the 
Commission of Internal Revenue. The I 
Commission's regulations approved the tau 
use of Lifo by retailers who could prove pre 
through records or reports that they of 
had made preparations for its adoption hut 
and had made original application for son 
the right to use it in 1942. anc 
While opponents of Lifo contend 
that it departs from underlying postu- As 
lates of accounting which make finan. “le 
cial reporting understandable, the New to: 
York Times observes, “they say that nee 
some stores are now using Lifo and the ing 
old method of accounting on the same ject 
balance sheet, hence making the report ties 
worthless. cha 
“These critics also warn that the use kno 
of Lifo might draw government criti- imy 
cism to a point where government aud- 2 
ee | . itors might supervise this phase of store in| 
operation. son 
4. KRID ON : “In some quarters the question has sup 
: ~— . oo been asked about the advisability of oth 
' ' . = adopting the Lifo inventory valuation per 
method based on current price levels. mai 
NOW ...and for the first time in years, FRIDEN Tax expests are eophatic 10 warning - 
against such a move. While it is likely gan 

2 } 2 194 “ye ‘ 
Fully Automatic Calculators are available for you to try, ar Seagate gs lg sag: oe 
; . they will remain above current levels.” ¥ 
on your own work —in your own place of business. The advance of Lifo as outlined in a fect 
recent NRDGA bulletin are as follows: trai 
Try... before you Buy...without any obligation. Yes, there is (1) It provides for the payment of has 
profits only out of profits actually earned . : 
a Friden Model that fits your every figure work requirement. since it tends to eliminate unrealized ont 
profits due to inventory price inflation. ne 
Just call your local Friden Representative — he has the (2) It tends to keep expenditures for poe 
executive salaries on bonus plans and g00 
Calculator, he will instruct you on its simple operation dividends in proper relation to actual 5 
earnings. lect 
and leave it for you to use on your own problems. ; _ ) By comoving tie waconroy tes 
influence of price fluctuations fom op- div: 
—_ ; erating results, it gives a better picture per: 
A FRIDEN sells itself. of management efficiency. inte 
(4) It eliminates sharp peaks and sup 
valleys in inventory and earnings by 6 
Friden Mechanical and Instructional Service is avail- minimizing the changes in the price turt 
able in approximately 250 Company Controlled Sales level. We 
; ” d (5) During an inflationary period ac- deg 
Agencies throughout the United States and Canada, companied by high tax rates and excess stay 
profits taxes it acts to safeguard working ‘ 
capital from impairment through pay- poe 
i aida ited ment of taxes and dividends out of un- tive 
| D | | \ realized profits—reflected in inventory oe 
| | | 3 price appreciations. S 
PD SUT CALCULATING MACHINE CO.,ING. (5) write rwise ie may or may J. 
, } not be advantageous over a period of tee 
years it more nearly allocates the tax tud 
WOME OFFICE AND PLANT - SAN LEANDRO, CALIF, U.S. A.» SALES AND SERVICE THROUGHOUT THE WORLD burden to years when profits are earned. ‘iat 
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The Values of Personnel 
Testing in Retailing 


By Dr. Lawrence F. Greenberger 


Experience, the best teacher, has 
taught us that we cannot solve the many 
roblems that confront us in the field 
of retailing until we first solve the 
human element in them. How can a per- 
sonnel testing program aid in building 
and maintaining good human relations? 

1. All of us have assets and liabilities. 
As executives, first of all, we should 
“learn” ourselves. Certainly, if we are 
to supervise and train others better, we 
need to know ourselves better. A test- 
ing program can aid in giving us an ob- 
jective analysis of our abilities, liabili- 
ties, aptitudes, interests, personality 
characteristics, and skills. With this 
knowledge we know where we need to 
improve. 

2. Testing can be a considerable help 
in interviewing, hiring, and placing per- 
sonnel. Testing should be regarded as a 
supplement to, not as a substitute for, all 
other worth-while procedures in retail 
personnel methods. Testing can help 
management avoid hiring misfits. The 
best way to keep failures out of an or- 
ganization is to examine people more 
carefully at the source—the Employ- 
ment Office. 

3. Testing can help us do a more ef- 
fective training job. For how can we 
train anybody until we know what he 
has that is trainable? 

4. Testing can be of aid in adjusting 
employees who have problems in ad- 
justing. Test results reveal ‘square pegs 
in round holes” and a poor worker in 
one department can often become a 
good worker in another department. 

5. Testing can help management se- 
lect the right person for promotion. 
Tests can tell us something about an in- 
dividual’s intelligence and trainability, 
personality characteristics, adjustment, 
interests, aptitudes, and knowledge of 
supervisory techniques. 

6. Testing should aid in decreasing 
turnover and in stabilizing a work force. 
Well-placed workers achieve a greater 
degree of job satisfaction and tend to 
stay longer on a job. 

7. There is evidence to indicate that 
persons selected on the basis of objec- 
tive tests tend to make fewer errors, less 
Operating mistakes, and have fewer ac- 
cidents. 

Studies in absenteeism have also re- 
vealed that employees placed on jobs 
for which they were not suited by apti- 
tudes and ability were absent from work 
more frequently than those who were 


placed on jobs that did fit their apti- 
tudes and ability. 

During the six years that our testing 
program has developed in Kaufmann’s, 
there have been relatively few problems 
and generally good acceptance. 

The great majority of employees in 
Kaufmann’s are tested after they are hired 
and are already in the Training Depart- 
ment, thus eliminating any possible fears 
of not getting a job. And since test re- 
sults are made available promptly, train- 
ing supervisors may have the benefit of 
scores to aid in instructing new workers. 

It should be reported that since Sep- 
tember 1941, when the first battery of 
aptitude tests was given to select employ- 
ees for promotional training, there has not 
been a case of refusal to take the tests. 
On the contrary, employees who had to 
be refused admission to the promotional 
course seemed to accept that fact better 
because the decision was based largely 
upon objective test data, rather than upon 
the personnel opinion of a few persons. 

In Kaufmann’s a complete battery of 
tests of intelligence, aptitudes and in- 
terests, personality, adjustment, and speci- 
fic skills is available upon request to any 


. employee in the organization. Each per- 


son tested receives the results in a private 
conference, and guidance and counseling 
ate offered. Test papers are held in strict 
confidence and used to formulate plans 
for follow-up training and counseling. A 
profile of test results is made available on 
request to the employment manager, per- 
sonnel director, store manager, and mem- 
bers of top management. 

Groups of individuals tested in Kauf- 
mann’s include the following: 

1. All new employees and executives 
in initial sales and nonselling training 
classes. 

2. Pre-employment testing of all ap- 
plicants for training squad and junior ex- 
ecutive positions. 

3. Pre-employment testing of all ap- 
plicants for shopping service, telephone, 
mail order, and switchboard departments. 

4. Pretesting of all applicants for pro- 
motional training courses. 

5. Pre-employment testing of all ap- 
plicants for unit control and clerical posi- 
tions. 

6. Pretesting of all employee or stu- 
dent applicants for scholarships. 


Tas CONTROLEMM........... 


7. ° Testing 
guidance. 

8. Testing problem employees. 

9. Testing returning veterans. 

10. Testing any employee who feels 
he is qualified for more responsibility. 


referrals for vocational 


POINTS FOR A TESTING PROGRAM 


1. Do not expect a testing program 
to solve all your personnel problems. 
Your program will be very successful if 
it can im prove your present batting aver- 
age. 

2. Do not transplant a testing pro- 
gram that is successful in another store 
into your own organization. Build your 
own program slowly and custom-tailor 
it to your own needs. 

3. Do not regard tests solely as a tool 
for ‘‘weeding out.’’ Tests are also valu- 
able in corroborating interviewers’ opin- 
ions and are of much aid in guidance and 
counseling. 

4. Avoid preconceived notions that 
the highest scores are always the best 
scores for any job. 

5. Avoid the clinical approach. 

6. A testing program should never be 
regarded as supplanting any other good 
personnel practices in use. Rather it 
should be used a/ways as a supplement 
to every other defensible technique. 

7. Testing is a tool. Even when this 
tool is used, a heavy premium must still 
be placed on the judgment of skillful in- 
terviewers. 

8. Be certain to use tests that are valid 
and reliable. 

9. Be extremely cautious in selecting 
the persons who will do the testing. Noth- 
ing can do a testing program more harm 
than putting it in the hands of ‘‘crack- 
pots” or “would-be psychiatrists’ or ‘‘im- 
mature college graduates’ who may have 
taken a few courses in psychology. Let 
your testing be administered by mature 
people who have a good background in 
both testing and retailing. 

10. Never use any one test alone. Al- 
ways use a battery of tests. 

11. Be sure the tests are given under 
good conditions, exactly as prescribed by 
the author, in order to obtain meaningful 
and comparable results. 

12. Testing should not exist as a 
separate department or be treated as an 
entity in itself. Rather it should be sv#e- 
grated into your policies for selection, 
training, upgrading, counseling, and ad- 
justment. 





This article is being reprinted with the 
permission of the original publisher, “Jour- 
nal of Retailing,” and of “Management 
Guide.” Dr. Greenberger is Personnel 
Manager of Kaufmann Department Stores, 
Pittsburgh. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO ° 
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Higher Costs and Expenses 
Hit Manufacturers’ “Net” 


The net income after taxes of all 
United States manufacturing corporations 
amounted to $2.4 billion during the third 
quarter of 1947, according to the quar- 
terly report made public jointly by the 
Securities and Exchange Commission and 
the Federal Trade Commission. This 
amount was not quite $100 million less 


than profits after taxes during the pre- 
ceding quarter and about $200 million 
below those in the first quarter of 1947. 
The gradual decline over the year re- 
flected higher costs and expenses more 
than offsetting higher sales. 

According to the report, total sales of 
all manufacturing corporations for the 
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“Good morning, Mrs. Wilgus. 
Is the lapsed policy at home?” 
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third quarter are estimated at $37.3 bil. 
lion contrasted to $36.9 billion during the 
preceding quarter. Net profits before 
taxes amounted to $3.9 billion compared 
with $4.1 billion during the second quar- 
ter; Federal income taxes were estimated 
at $1.5 billion for the third quarter and 
at $1.6 billion for the second quarter, 
About $800 million was paid out in 
dividends, approximately the same as in 
the prior quarter. 

Total assets of all manufacturing com- 
panies amounted to $94.6 billion at the 
end of September, 1947 while stock- 
holders’ equity was estimated at $66.0 
billion, an increase of $1.5 billion over 
the quarter. Of total assets about $25.5 
billion was in the form of inventories, an 
increase of $300 million, while $31.0 
billion represented net property plant and 
equipment. The net working capital of 
all manufacturing corporations increased 
by $600 million during the third quarter 
and amounted to $36.5 billion at the end 
of September. 

As shown by the report, the rates of 
profit both in relation to investment and 
to sales were somewhat lower during the 
third quarter than in the previous quarter. 
This was true for nearly all size classes 
and industry groups. The quarterly ratio 
of profits after taxes to stockholders’ 
equity dropped from 3.9 per cent. during 
the second quarter to 3.7 per cent. for the 
third. Related to sales, profits after taxes 
dropped from 6.8 per cent. during the 
second quarter to 6.5 per cent. during 
the third quarter. 

Corporations in the smallest size class 
showed the highest ratio of profits after 
taxes to stockholders’ equity, 4.8 per cent. 
The ratio declined with increasing size 
with the largest size class showing 3.1 
per cent. Related to sales, however, profits 
after taxes increased from 5.0 per cent. 
for the smallest size group to 6.8 per 
cent for the largest. Comparing ratios for 
different industrial groups, it was found 
that manufacturers of lumber and wood 
products, apparel and finished textiles, 
and paper and allied products had the 
highest profits related to stockholders 
equity. The transportation equipment 1n- 
dustry, other than motor vehicles, again 
had the lowest ratio. 

The ratio of cash and Government se- 
curities to current liabilities, which is 
one rough measure of corporate liquidity, 
amounted to 88 per cent. for all manu- 
facturing corporations at the end of Sep- 
tember, 1947, a slight decline over the 
June ratio. This ratio varied from 69 pet 
cent. for companies with less than $250 
thousand in assets to 106 per cent. for the 
large corporations with assets of $100 
million and over. 

The complete report on which the 
above discussion is based may be obtained 
from the Securities and Exchange Com- 
mission or the Federal Trade Commis- 
sion. 
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IT’S TOO LATE FOR HIM TO READ THIS 


It’s too late to spare his feelings now. He already 
knows how it feels to send a trusted employee to jail 
— and for a crime that could have been prevented. 

But it’s never too late to stop it from happening 
again — to do your part towards saving up to half a 
billion dollars that employees steal from American 
business every year. 

For buyers of Fidelity and Crime coverages, 
Liberty Mutual has developed a special plan to pro- 
tect business from the danger of “‘inside theft’’. Under 
this plan, an Accounting survey will help you plug up 
loopholes and prevent losses, without disrupting your 
present accounting procedures. An expert in this 
field will work to keep you safe from loss — and your 
employees safe from the temptation to steal, by aug- 
menting the work of your own auditors and public 
accountants. 

Would you like to see how our answer to this prob- 
lem has saved money and reduced insurance costs for 
leading concerns from coast to coast — and how a 
tailor-made plan for preventing losses can be fitted 
to your business? 


As a responsible businessman, you'll also be inter- 
ested in Liberty Mutual’s booklet, “Loopholes and 
Losses”. However, it must be delivered to you per- 
sonally, since we cannot afford to have it fall into 
improper hands. Just telephone or write for your copy 
today. 





LIBERTY 


INSURANCE COMPANY 


HOME OFFICE POSTON 





t y Car Owners 
entoction for Business. Home and Car Ou 








x We work to keep you safe x 
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This FREE book will help you 
STOP CRIME LOSS! 


These questions and hundreds more are answered in the 
newly published 28-page book, “‘Crime Loss Prevention’’— 
a concise, clearly written study of the common kinds of 
crime losses and the best loss prevention methods. 


You NEED this book. It’s the most profitable half 


hour’s reading any employer can do. Send for your FREE 
copy today. 


Be on your guard 
against Crime Loss... 





Street Address sigue iets acts Praca = aera 


CONTINENTAL CASUALTY CO. & 
Dept. 3C 
310 South Michigan Ave. & 
Chicago 4, Illinois 
Please send me, without obligation, my free copy of the new book on “Crime Loss 4 
Prevention.” 
Name. 8 
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Effort Forecast to Get Around 


Ban on Closed Shops 


To get around the Taft-Hartley ban on 
closed shops, unions will demand that 
employers give preference in hiring to 
workers with the most seniority in their 
industry, the Executive's Labor Letter of 
the National Foremen’s Institute pre- 
dicted recently. If employers give in to 
this demand, vacant jobs would largely be 
filled by unionized workers because in 
most industries the long-term employee 
usually holds a union card. Young per- 
sons seeking jobs for the first time are 
not likely to be union members. 

One union has already won industry- 
wide seniority, the Labor Letter points 
out. The Sailors’ Union of the Pacific, 
AFL, has gotten West Coast shipowners 
to agree “to prefer applicants who have 
previously been employed on vessels of 
one or more of the companies signatory 
to this agreement.” Since all sailors em- 
ployed on these vessels in recent years had 
to be members of the SIU, this provision 
effectively puts in force the closed shop 
presumably banned by the Taft-Hartley 
Act. 

The chance that such agreements might 
be declared invalid under the new labor 
law are slight, the Labor Letter believes. 
It points out that Senator Taft himself has 
publicly declared the SIU compact is legal. 
Agreements of this type also give unions 
additional means for persuading new te- 
cruits to an industry to join the union, 
since the new employee is likely to be 
hired into a shop made up entirely of 
union members. 

Such agreements could lead to the es- 
tablishment of hiring halls in many in- 
dustries controlled entirely by the unions, 
states the Labor Letter. As with the SIU, 
“The unions would require employers to 
hire solely through the union hiring hall. 
Because unemployed workers would then 
be compelled to use union facilities to get 
a job in an industry, they would be under 
strong pressure to take out a union card.” 


5,000,000 Stockholders in 
100 Companies 


The total number of employees of the 
100 largest manufacturing corporations 
last year, based upon the year-end or an- 
nual averages, approximated 4,000,000, 
according to a survey by the National 
City Bank of New York. 

This represented an average investment 
in assets of $10,000 per employee. The 
capital stock was owned by more than 
5,000,000 registered stockholders, a con- 
siderably larger number than employees. 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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How to end Manual Transcription 


(AND EXPENSES YOU’VE GROWN ACCUSTOMED TO) 





1. Type, draw, or write in usual manner on ordinary trans- 
lucent paper—instead of the opaque kind. This gives you a 
“master”—ready for immediate Ozalid reproduction when- 
ever extra copies are desired. 





3. End proofreading. It’s expensive ... wholly unneces- 
sary when you use translucent paper. Your Ozalid copies 
are exactly like the original ... same size... and as easy to 
tead—for they’re positive reproductions, not negatives. 


COMPARE YOUR COSTS 


Manual transcription, proofreading, and searching for 
mistakes may add up to an hour or more in copying 
just one report. 

But when you use translucent paper or cards you 


completely eliminate these three expenses. Your work 
can be reproduced—in whole or part—in just 25 seconds, 








2. End manual transcription in accounting, in record- 
keeping, in sales—on any job. Once information is recorded 
on translucent paper or cards it need never again be manu- 
ally transcribed. Ozalid will copy it in seconds! 






4. End mistakes. Manual transcription is bound to slip up 
...and proofreading is incomplete insurance. But ordinary 
translucent paper and Ozalid provide 100% accuracy—with- 
out doubt or effort on your part. 


OZALID 


A Division of 
General Aniline & Film Corp. 
Johnson City, New York 


Gentlemen: Please send 
free copy of ‘““The Simplest 
Business System”’.. . fully 
explaining use of translu- 
cent papers and new Ozalid 

















Streamliner. 
whenever needed. 
. ; Name____ —— 
Now consider this: Translucent paper costs no more 
, 4 Company __ ‘ 

than standard bond paper ... and using it, you can pro- 
duce Ozalid prints size 812 x 11 inches for only 11/2¢. Addrees___ 

Learn complete story of your savings. Mail coupon a a 
today. Ozalid in Canada—Hughes Owens Co., Ltd., Montreal 
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Personal Notes Gbout Controllers 





GEORGE A. OBER recently accepted the 
office of President of Loose Leaf Metals 
Company, St. Louis. He was formerly 
Secretary and Treasurer of Corneli Seed 
Company, St. Louis, and is a past president 
of the St. Louis Control of the Controllers 
Institute. 


GorRDON B. ROCKAFELLOW has joined 
Purity Bakeries Corporation as Assistant 
Treasurer. Mr. Rockafellow, who holds 
the position of Treasurer in the Chicago 
Control of the Controllers Institute, pre- 
viously held the title of Controller and 
Secretary in G. D. Searle & Company, 
Chicago, which he joined following serv- 
ice as Controller of Great Lakes Carbon 
Corporation, Chicago. 


ELDRED H. BRANDON, a member of the 
Controllers Institute, flew to Japan on 
August 9 to serve for three months as an 
Advisor on the staff of General Douglas 
MacArthur. Mr. Brandon will assist in 
working out a financial reporting and 
statistical system for the Japanese govern- 
ment. 


CHRISTOPHER F. MEYER, a member of 
the Controllers Institute, has been pro- 
moted to Assistant Vice President of the 
Colonial Trust Company, New York, of 
which he was formerly Assistant Treas- 
urer. Mr. Meyer is also a Director of In- 
tercoast Petroleum Corporation and 
Trading Society, Ltd., New York. 


T. J. Topin, Comptroller of the Erie 
Railroad Company, Cleveland, served as 
Convention Chairman for the recent Fifty- 
fourth Annual Meeting of the Accounting 
Division, Association of American Rail- 
roads, in Cleveland. Mr. Tobin, a past 
vice president of the Controllers Institute, 
held the position of Chairman of the Ac- 
counting Division of AAR last. 


JOHN J. Rot, who was Controller of 
Art Metal Works, Inc., Newark, N. J., 
will continue as Controller, as well as 
take on the duties of Assistant Treasurer, 
of the company, which is now known as 
Ronson Art Metal Works, Inc. Mr. Roth 
is a member of the Controllers Institute. 


C. BURTON VERNOOy, formerly Con- 
troller of United States Steel Supply Com- 
pany, Chicago, recently became Comptrol- 
ler of Geneva Steel Company, Salt Lake 
City, Utah. Both companies are subsid- 
iaties of United States Steel Corporation. 
Mr. Vernooy is a member of the Control- 
lers Institute. 


ALEXANDER MACGILLIVRAY, a member 
of the Controllers Institute, is now serving 
as Controller of Conmar Products Corpo- 
ration, Newark, N. J. Mr. MacGillivray 
previously held the office of Controller of 
H. Steele & Company, Mexico City. 


ARTHUR R. INGHAM recently assumed 
the responsibility of Mill Manager of 
Kupfer Brothers Company, Northbridge, 
Mass. A member of the Controllers In- 
stitute, Mr. Ingham formerly held the of- 
fice of Comptroller, Empire Box Corpo- 
ration of Stroudsburg, Stroudsburg, Pa. 


H. R. Bum has been appointed Con- 
troller of Philip Morris & Co., Ltd., Inc., 
New York. He has been associated with 
the company since 1926. 


CHARLES S. WEBSTER has been elected 
Controller of the National Biscuit Com- 
pany, New York City. At the same time, 
KENNETH M. HATCHER was made Assist- 
ant Controller and FREDERICK F. BRODEs- 
SER, General Auditor. 


SVEND HILDEBRANDT, a member of the 
Controllers Institute, is now serving as 
Controller of Glaser Brothers, San Fran- 
cisco. Mr. Hildebrandt was formerly as- 
sociated with the Weinstein Company, 
San Francisco. 


Dewey G. Hixson, who was formerly 
Secretary and Controller of Chattanooga 
Bakery, Inc., Chattanooga, recently opened 
the public accounting office of Hixson & 
Associates in the same town. Mr. Hixson 
is a member of the Controllers Institute. 


JosePpH C. LANDRUD, a member of the 
Controllers Institute, recently joined the 
Portland Glove Company, Ore., as Secre- 
tary-Treasurer and Controller. A Certti- 
fied Public Accountant, Mr. Landrud was 
formerly Controller and Assistant Secre- 
tary-Treasurer of Columbia Aircraft In- 
dustries, Portland. 


RALPH W. MILLER is now Assistant to 
the President, of Lodge & Shibley Ma- 
chine Tool Company, Cincinnati. A mem- 
ber of the Controllers Institute, Mr. Miller 
had previously served as Controller of 
the K-D Lamp Company, Cincinnati. 


Roy I. MITCHELL, who was formerly 
Controller of Empire Steel Corporation, 
Mansfield, Ohio, recently became Vice 
President of Penn-Ohio Steel Corporation, 
Birdsboro, Pa. Mr. Mitchell is a member 
of the Controllers Institute. 
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CLauDE W. Hupp has accepted the 
position as Controller of Glenmore Distil- 
leries Company of Louisville, Ky. Mr. 
Hupp, who had been serving as a member 
of the Board of Directors of the New 
York City Control of The Institute and 
Chairman of the Tax Committee of the 
Control, formerly held the title of Man- 
ager of the Tax Department, Sterling 
Drug, Inc., New York. Mr. Hupp, while 
previously engaged in business in the 
Midwest, was one of the organizers of 
the Louisville Control of The Institute. 
He has served, for the past two years, as 
a member of the Committee on Federal 
Taxation of the Controllers Institute. 


Noe E. KEELER recently resigned his 
position as Vice President and Control- 
ler of Sylvania 
Electric Prod- 
ucts, Inc., New 
York, to be- 
come Vice Pres- 
ident of Finance 
and Account- 
ing, Marathon 
Corporation, 
Rothschild, 
Wis. Mr. Keeler 
is a past presi- 
dent of the De- 
troit Control of 
the Controllers 
Institute of America and has served as 
a National Director of the Institute since 
1945. He is chairman of the Institute’s 
Budget and Finance Committee for this 
year. 





MR. KEELER 


Two members of the Controllers In- 
stitute of America served on the Account- 
ing Committee of The Glassine & Grease- 
proof Manufacturers Association, which 
recently prepared an “Accounting and 
Cost Manual.” They are JOHN H. FEN- 
NEMA, Controller, Rhinelander Paper 
Company, Rhinelander, Wis., who was 
Chairman of the Committee; and ALBERT 
W. Lauter, Office Manager, Riegel 
Paper Corporation, New York, who 
was Vice-Chairman of the Committee. 


H. L. BurRouGH, a member of the 
Controllers Institute, was recently ap- 
pointed Division Controller for the Light 
Metals Division, Reynolds Metals Com- 
pany, Richmond, Va., with which he has 
been associated for the past two years. 


CLARENCE CONAWAY, Controller, has 
been elected a Vice-President of Shoe Cor- 
poration of America, and FRED FINKEL- 
STEIN, Assistant Controller, has been 
made Assistant Treasurer. 


% * % 
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WALTER S. MarperR, Comptroller of 
the Daystrom Corporation, Olean and 
Friendship, New York, was recently ap- 
pointed Sales Manager, it has been an- 
nounced by Paul M. Dollard, President. 
Mr. Marder is succeeded as Comptroller 
by GLENWOOD O. Evans, who has been 
General Auditor for ATF Incorporated, 
Elizabeth, N. Y., Daystrom’s parent com- 
pany. Mr. Evans will now be located at 
Olean, and Mr. Marder will make his 
headquarters at the firm’s New York City 
sales offices. 


VeRNIS W. CLARK recently joined the 
executive staff of The Roberts Company, 
Los Angeles, as Controller. Mr. Clark has 
been employed in a similar capacity for the 
past five years with the Century Metalcraft 
Corporation of Los Angeles. 


Kart G. CLEMENT was recently ap- 
pointed Deputy Comptroller of The Port 
of New York 
Authority. A 
member of the 
Controllers Insti- 
tute of America, 
Mr. Clement is 
a past Director 
of the New York 
City Control of 
the Institute. 

Mr. Clement 
was previously 
with the Vick 
Chemical Com- 
pany, New York, 
for 15 years, serving as Comptroller and, 
after the war, as Assistant to the Chairman 
of the Board. Before joining Vick Chemi- 
cal Company, he was Assistant to the Con- 
troller of the Bendix Aviation Corpora- 
tion of New York and South Bend, Ind. 


FRED B. BRANSON and ALLEN H. 
LEMMON have been elected Assistant 
Comptrollers of Gulf Oil Corporation. In 
his new capacity, Mr. Branson has been 
assigned the supervision of production, 
pipe line and research accounting and au- 
diting activities. Mr. Lemmon will super- 
vise general administrative accounting, 
and will continue, as previously, in charge 
of the Statistical and Printing Standards 
Departments. 


Port of New York Authority 





MR. CLEMENT 


ARTHUR M. GLoveR recently resigned 
his positions as Treasurer of Battelle 
Memorial Institute, Treasurer of the 
Battelle Development Corp. and Con- 
troller of the Battelle Research Labora- 
tories, all in Columbus, Ohio. Mr. Glover 
plans to establish an office as a profes- 
sional controller and business consultant 
in Houston, Texas. Mr. Glover is a mem- 
ber of the Controllers Institute. 


The election of WILLIAM F. PALMER 
to Treasurer and Comptroller was an- 
nounced by F. N. Piasecki, President of 
Piasecki Helicopter Corporation, Morton, 
Pennsylvania, following a meeting of the 


Board of Directors. Mr. Palmer joined 
Piasecki Helicopter Corp. in April 1947 
as Assistant Treasurer and Comptroller, 
coming to the firm from the Glenn L. 
Martin Company, Baltimore, where he 
was Assistant Comptroller. Mr. Palmer 
had also been Secretary-Treasurer with 
Luscombe Airplane Corp., West Trenton, 
N. J., and of Kellett Autogiro Corp., 
of Philadelphia. Mr. Palmer holds certifi- 
cate number 2119 of the Controllers 
Institute. 


EDWARD J. DoRMER now holds the 
title of Assistant Treasurer of Coleman 
& Company, Inc., Philadelphia. A mem- 
ber of the Controllers Institute, Mr. 
Dormer was Chief Accountant of the 
company until it recently changed its 
name from the Ebensburg Coal Company. 


CHARLES L. BANDERA, who recently 
joined The Diamond Match Company, 
New York, has been appointed Assistant 
to the Comptroller of the company. At 
one time Assistant Treasurer of Universal 
Match Corporation, St. Louis, Mr. Ban- 
dera is a member of the Controllers In- 
stitute. 


CHARLES L. BEEMER, holder of mem- 
bership certificate 562 of the Controllers 
Institute, recently became Treasurer of 
Jofa, Inc., New York. Mr. Beemer was 
formerly with Barrow, Wade, Guthrie 
& Company, New York. 


JAMES CONSIDINE has been appointed 
Controller of the Reconstruction Finance 
Corporation. Before accepting his previ- 
ous position as Controller of F. L. Jacobs 
Company, in Indianapolis, Mr. Considine 
had served for a number of years as As- 
sistant Treasurer of RFC. 


ALBERT F. KENDALL, Controller of the 
New York Savings Bank, has been elected 
President of the Savings Banks Auditors 
and Comptrollers of the State of New 
York. Other officers elected were EVERETT 
J. Livesey, Vice-President; ALois KAUF- 
MANN, Secretary; and ROBERT AYLING, 
Treasurer. 


WALTER A. MOGENSEN, holder of 
membership certificate 772 in the Con- 
trollers Institute, was recently promoted 
to the office of Vice President and Treas- 
urer of Avco Manufacturing Corporation, 
which has moved its offices from Detroit 
to New York. 


RosBerT E. Lay recently became Ac- 
countant and Office Manager of The H. C. 
Whitmer Company, Columbus, Ind. A 
member of the Controllers Institute, Mr. 
Lay formerly served as Chief Accountant, 
Assistant to Controller and Office Man- 
ager of Cummins Engine Company, Co- 
lumbus. 
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Hollyhocks needing tending . . . 
flat tire in garage ... your golf 


game gone fo pot . ; ; sluggers 
needing umpire ;;: 
threesome (needing a 
fourth) .3 33% at your ips 
front gate.... ' 





Mister! them’s home OVERLOADS 
YOU do them! 
But not your office OVERLOADS 
WE do those .... 


in CALCULATING 
in TYPING 
in TABULATING 


in TRANSCRIBING 
When we’d do your overloads . 
we’d guard your figures and keep them 
from any possible prying eyes. We’d 
hold your confidence. 

Our folks do not forget. We do not 
relax. Our planned, unceasing routine 
guards your books, figures, facts, intent 
and manuscript. 

Our operators work on parts of your 
work, are not concerned with the whole 
or the answers; they work at private 
desks unobserved, in supervised rooms. 

Their integrity is unquestioned. They 
won our confidence, and keep it. They’d 
win yours, and keep it. 

When peaks, emergencies, OVER- 
LOADS come to you, don’t worry and 
fret, just smile and 


“Aon unman 


The nation’s foremost office overload service 
WORKMAN SERVICE, INC. 
109 N.Wabash Ave., Chicago 2, Ill. 
Other office locations: 


New York City ¢ Los Angeles 
Minneapolis ¢ Seattle 
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Paging the 


New Backs 





A BRIEF, CONCISE SURVEY 
OF COMPTROLLERSHIP! 


THE COMPTROLLER, His Functions 
and Organization. By J. Hugh Jackson. 
Published by Harvard University Press, 
Cambridge, Mass. $2.00. 

Reviewed by FRANK J. CARR, Control- 
ler, Mallinckrodt Chemical Works, St. 
Louis, Mo.; First President (1931-33) 
of the Controllers Institute of America. 


J. Hugh Jackson, who is Dean of the 
Graduate School of Business and Profes- 
sor of Accounting at Stanford University, 
has made a valuable contribution to the 
growing literature covering the functions 
of the comptroller in his book ‘The 
Comptroller His Functions and Organiza- 
tion.’ The author was a Dickinson Lec- 
turer at the Harvard Graduate School of 
Business Administration in 1946-1947, 
and the book covers his lectures. 

Mr. Jackson has had practical experi- 
ence as Assistant Comptroller of Stanford 
University and is also a noted educator. 
This combination of practical training and 
theoretical approach results in a clear, 
comprehensive, and concise statement of 
the comptroller’s functions and responsi- 
bilities. 

Much of the information in the book 
is based on an extensive study made by 
Mr. Jackson through correspondence and 
personal contact with a large number of 
business organizations. The fact that he 
quotes extensively from the actual ex- 
perience of these business organizations 
gives the book an air of authenticity that 
adds considerably to its value. 

There are four chapters and three ap- 
pendixes. The first chapter, “Development 
of Comptrollership’’, is an historical re- 
view. It is pointed out that the offices of 
president, vice-president, treasurer, and 
secretary have been recognized as long as 
there have been corporate organizations, 
but the comptroller’s position is one of 
more recent development. Even today it 
has not attained the universal recognition 
that is given to the other offices. The de- 
velopment of comptrollership is traced 
from the days of its earliest application 
down to the present time. 

Mr. Jackson states in his summary of 
Chapter I that “the underlying causes for 
the changes in organization leading to the 
present stage of comptrollership develop- 


‘This spelling is used throughout by. the re- 
viewer because it is that which is adopted by the 
author, although it is not the spelling preferred 
by the Controllers Institute of America. 


THE CONTROLLER........... 


ment are to be found chiefly in two basic 
requirements of business: (a) the in- 
creasing necessity for a greater degree of 
concentration and specialization in the 
conduct of the accounting, auditing, and 
tax functions; and (b) the need for pre- 
serving one of the important ‘checks and 
balances’ of the corporate mechanism”. 

The second chapter of the book con- 
cerns itself with “Com ptrollership Func- 
tions’. These are covered under the gen- 
eral classifications of the accounting 
function, the auditing function, and the 
interpretive function. The author points 
out that, “the comptroller is not only the 
chief accounting officer of the corporate 
entity, but is also an executive of major 
importance in American business who has 
assumed the duty not only of ‘putting the 
corporate life on paper’ but also of in- 
terpreting that ‘corporate life’ to the pol- 
icy-making executives and the operating 
management so that the business may 
function with the greatest possible efh- 
ciency and success.” 

He also comments that, in his opinion, 
the next quarter century will see the office 
of the comptroller not only serving the 
individual business concerned but, to a 
greater and greater degree, also the in- 
terests and welfare of all groups compris- 
ing our national economy. 

In Chapter III, “Organization for 
Com ptrollership’’, the author emphasizes 
that the comptroller’s position as a part 
of top management is concerned primarily 
with the activities and policies of busi- 
ness as a whole. He then discusses the 
organization within the comptroller’s de- 
partment and describes the actual organi- 
zation in a number of companies. 

The final chapter takes up “Personal 
Qualities’, which is often neglected in 
most books about the comptroller. The 
author emphasizes the need for executive 
qualities and mentions four characteris- 
tics or qualities which he considers to be 
fundamental to successful comptroller- 
ship. These are, ‘(a) the comptroller 
must be objective in all his work; (b) he 
must be tactful and cooperative to the 
highest possible degree; (c) he must pos- 
sess good judgment; and (d) he must 
have the quality of being firm, and at the 
same time of not being overbearing.” 

The author further states that, ‘“comp- 
trollership is a service division or depart- 
ment within the business organization. 
Comptrollership does not exist for and of 
itself; it exists because through it the 
manufacturing and sales divisions of the 
business may function more efficiently and 
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more profitably, because financial activities 
may be more wisely planned and more 
intelligently executed, because the assets 
of the concern can be better safeguarded, 
and because the interests of the owners 
and workers may be more fully developed 
and protected.” 

The appendixes cover: (1) Excerpts 
from corporate by-laws, management reg- 
ulations, executive orders, corporation 
manuals, etc., (2) organization charts for 
the comptroller’s department in a num- 
ber of well-known industries, and (3) a 
quotation from the management guide of 
the Standard Oil Company of California 
covering the comptroller’s functions. 

The book is treated from a “manage. 
ment’’ viewpoint. It concerns the philoso- 
phy of the job with details receiving only 
brief mention. The author gives a well- 
rounded picture of the basic job, and the 
comptroller’s contribution to business 
management. Of concern also are the 
larger aspects of the comptroller’s respon- 
sibility to business and to society as a 
whole. The subject matter would not be 
particularly new to comptrollers, but the 
concise way the material is organized and 
presented should be of value in checking 
on the adequacies of their own operations. 

For a company that still lacks a comp- 
troller, a picture is presented of the con- 
tribution that the comptroller can make. 
Students in Business Management will 
find a very understandable statement of 
the comptroller’s job. The brevity of the 
book—a hundred pages cover both text 
and appendixes—will appeal to many who 
would like a quick view of the subject 
matter. That quick view, nevertheless, is 
an adequate picture of a comptroller's 
responsibility. The reviewer feels that the 
book will fill a special niche in the comp- 
troller’s library. Perhaps the “boss” can be 
persuaded to read it, when he couldn't 
take time for longer and more exhaustive 
treatments of the subject. 


BUSINESS CYCLES 


BUSINESS BAROMETERS AND IN-, 


VESTMENT, Fourth Edition. By Roger 
W. Babson. Published by Harper & 
Brothers, New York. $3.00. 


BUSINESS CYCLES AND FORECAST- 
ING, Third Edition. By Elmer Clark 
Bratt, Ph.D. Published by Richard D. 
Irwin, Inc., Chicago. $6.00. 


The fourth edition of Babson’s “Busi- 
ness Barometers and Investment’ com- 
bines the essential contributions of two 
of the author's most popular earlier vol- 
umes—‘‘Business Barometers’ and “In- 
vestment Fundamentals.” Based on an 
analysis of investment problems arising 
out of the difficult period business is now 
going through, this book shows how the 
author's principles and theories can 
readily extended and successfully applied 
to the peculiar conditions of today. 

The new third edition of Bratt’s “Basi- 
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ness Cycles and Forecasting,” completely 
revised and rewritten, reflects the impor- 
tant changes which have taken place in 
the economic pictures during the past 
eight years. In this volume the reader ob- 
tains a careful description of the proc- 
esses which operate in the business cycle, 
the outstanding theories about them, the 
history of business cycles, the barometers 
used to measure cyclical movements, the 
methods used to forecast business cycles, 
and the measures which have been sug- 
gested to stabilize them. A distinctive 
feature of this edition is the analysis of 
secondary trends or ‘‘long cycles’’ in eco- 
nomic activity as a means of explaining 
and controlling deep depressions. 


BENEVOLENT COLOSSUS 


THE METROPOLITAN LIFE. By Mar- 
quis James. Published by The Viking 
Press, New York. $5.00. 

—Reviewed by ROLLIN E. EckE, Treas- 

urer, Farmers Insurance Exchange, Los 

Angeles. 

No one can read Marquis James’ his- 
tory of the Metropolitan Life Insurance 
Company without gaining an increased re- 
spect for the institution of life insurance 
or being impressed with the business 
acumen and social consciousness of the 
Metropolitan’s past and present manage- 
ment. It might be expected that the au- 


thor, having been commissioned to write 
this biography, would deal gently with 
his client, yet the story is told with such 
candor and is so fully documented as to 
leave no doubt that the company is worthy 
of the respect which the book creates. 

Although the company was first organ- 
ized as a capital stock venture—ostensibly 
for the profit of its promoters—it was 
mutualized in 1914, and is now controlled 
by 31 million policyholders. This colossus 
paid out $623 million in claims and ma- 
tured policies in one year. It controls as- 
sets in excess of $714 billion. As a semi- 
public institution iad the biggest business 
in the world, its methods and business 
philosophy command attention. 

But over and above its phenomenal 
growth and its contribution to actuarial 
science, the author treats quite fully the 
social contributions of the Metropolitan 
Life to its policyholders and the public. 
Almost from its inception the company 
has been led by socially minded presi- 
dents, who did not let the financial power 
at their disposal blind them to the need 
for social reform, nor dim their deter- 
mination to do something about it. 

Many years before the advent of the 
New Deal, Metropolitan’s President, 
Haley Fiske, sought, though unsuccess- 
fully, to interest private insurance carriers 
in unemployment insurance. 


The need of the laboring man for life 
insurance protection led the company to 
stake its future growth upon its ability to 
supply industrial insurance to wage-earn- 
ers on a weekly premium basis at a cost 
which would be practicable. In spite of 
the criticism and opposition from the in- 
dustry and the press, and notwithstanding 
the six years of hard times, from 1880 to 
1885, the company succeeded in putting 
industrial insurance upon a sound basis 
and completed a foundation for its phe- 
nomenal future growth. 

Likewise the Metropolitan was perhaps 
the first private agency to wage extensive 
warfare on disease, on the theory that it 
was good business to keep policyholders 
alive in order that they might continue 
paying premiums. The company has not 
only distributed billions of pamphlets on 
disease prevention, but as early as 1911 
established its home nursing service; con- 
ducted intensive community campaigns 
against tuberculosis; founded maternity 
clinics; and actively supported and di- 
rected many public health measures. 

Low-cost housing projects proved to be 
both a social contribution and a satisfac- 
tory outlet for company reserve funds. 
Originally conceived as a necessity for 
low income groups, tremendous middle- 
class projects in New York, Washington, 
San Francisco and Los Angeles are now 
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here is across-the-table tax advice g48 
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Montgomery’s Federal Taxes— 
CORPORATIONS and PARTNERSHIPS 


A complete and concise summation of all phases of corporate taxation . . . 


tax advantages which really count. 


presented in detail, organized for easy application. This book helps you gain the 


Constant aid in questions of taxability of income, time of its recognition, and 
tax treatment of gains and losses. It explains bases and methods of accounting 


and reporting; covers technical details of payments, assessments, refunds and in- 


formation at the source. Shows what has and what has not 
changed. The business executive's finger-tip tax library. 


Federal Taxes—ESTATES, TRUSTS and GIFTS 


This annual embraces every pertinent question of estate and gift taxa- 
tion. It is an exhaustive summary of the far-reaching effects of the 1948 
Revenue Act. It brings you abreast and keeps you up-to-date on all new 
developments relative to the application of the estate tax, the gift tax 
and features of income tax peculiar to decedents, estates, trusts and 


beneficiaries. 


Ready in December — Reserve your subscription today. 





2 volumes $20 








l volume $10 
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monuments to the company’s entry into 
the field of housing. 

Considerable space is given to Metro- 
politan’s investment policies. Needless to 
say the investment management has been 
astute, yet not infallible. Railroad bonds, 
farm mortgages, and city mortgages all 
developed, in turn, a high percentage of 
defaults, but through patience, rehabilita- 
tion, good property management and the 
occurrence of World War II, all defaults 
and foreclosures eventually worked out 
without loss to the company. 

Marquis James’ writing has an inter- 
esting, dramatic style which makes easy 
reading of subject material that could 
easily become tiresome. The mass of ma- 
terial placed at his disposal by Metropoli- 





Double _ 


Exposure 


= business faces not only 
the chance of encountering 
financial misfortune through 


| 
| 
| | 
| a variety of casualties but | 
| also the possibility of the in- 
surance relied upon for in- | 
| demnity against such losses | 
| being deficient or inapplic- | 
| able. | 
| This double exposure can | 
| be avoided if the insurance is | 
| fashioned upon a complete | 
| knowledge of the casual risks 
| threatening the business, pref- 
| erably obtained from an un- | 
| biased survey by people who 
specialize in making such in- 





vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 





NO INSURANCE SOLD 














tan Life, as well as other source material, 
has been voluminously listed in the notes 
and bibliography. The reader might wish 
that some of the statistics and financial 
data, scattered throughout the volume, 
had been placed there also, but on the 
whole it is a book in which the lay reader 
will find a dramatic story of business 
growth and in which the insurance man 
will recognize many situations typical of 
those which have beset him in his own or- 
ganization. 


TESTED FORMS 


CORPORATE RESOLUTIONS, Revised 
Edition. By Isabel Drummond. Pub- 
lished by Ronald Press Company. 
$10.00. 

“Corporate Resolutions,’ published in 
1926, was the first book of its kind to be 
put on the market. Since its publication 
new branches of law touching upon the 
subject have developed, and a mass of 
litigation has arisen. Federal and state 
statutes have been enacted modifying to 
some extent the common law, amending 
statutory law and introducing new regu- 
lations and requirements. Section 77B 
and amendments of the Federal Bank- 
ruptcy Act, the Chandler Act, with its 
amendments, and the information and 
functioning of the Securities and Ex- 
change Commission have brought to the 
subject matter far-reaching changes and 
developments. Reorganization and mer- 
ger of corporations have advanced with 
leaps and bounds, making this phase of 
the law of growing importance. 

The majority of resolution forms and 
many of the other forms included in this 
volume are tested forms taken from 
cases litigated in the various state and 
federal courts throughout the United 
States. The forms which have not under- 
gone litigation have been drawn by ex- 
perts in the field of corporation law. 


BUSINESS IN WARTIME 


TRADING WITH THE ENEMY IN 
WORLD WAR II. By Martin Domke. 
Published by Central Book Company, 
New York. $10.00. 


CONTROL OF ALIEN PROPERTY. By 
Martin Domke. Published by Central 
Book Company, New York. $7.50. 
(The two volumes listed at $15.00) 
Domke’s “Trading with the Enemy in 

World War II” was originally published 

in 1943. Since its publication, completely 

new situations have arisen and were dealt 
with in numerous regulations and court 
decisions of various countries. Knowl- 

edge of these matters will become im- 

portant whenever individuals and corpo- 

rations avail themselves of their rights as 
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17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 





owners, creditors, or beneficiaries of alien 
property. 

The provisions of the Treaty of Peace 
with Italy of February 10, 1947, con- 
cerning claims arising out of the war 
(reparation and restitution), property, 
rights and interests of United Nations 
nationals, and the treatment of (former) 
enemy property are reprinted in full and 
commented upon in the Addenda. The 
peace treaties with Hungary, Rumania, 
Bulgaria, and Finland are likewise con- 
sidered. 

An attempt has been made to offer as 
comprehensive a survey as is possible un- 
der constantly changing conditions. 


WORTH NOTING: 


DEVELOPING MORALE. By George D. 
Halsey. Published by American Man- 
agement Association, New York 18, 
N. Y. 15 cents. 


ROLE-PLAYING IN SUPERVISORY 
TRAINING. By Leland P. Bradford 
and Ronald Lippitt. Published by Amer- 
ican Management Association, New 
York 18, N. Y. 15 cents. 


TRAINING FOR MANAGEMENT 
SKILLS. Published by American Man- 
agement Association, New York 18, 
N. Y. 75 cents. 

Covers a company program of execu- 
tive development, re-evaluation of train- 
ing for management skills, and re-em- 
ployment and in-service training for vet- 
erans. 


FUNCTIONAL COST ACCOUNTING 
IN THE LIVERPOOL GAS COM- 
PANY. By J. E. Powers, F.C.W.A. 
Published by The Liverpool Gas Co., 
Radiant House, Bold Street, Liverpool, 
1. 10'6 net. 

An account of the research and in- 
stallation of the costing system now in 
use by the Liverpool Gas Company. 





“It's a get-well-soon card from your 


boss, dear. And he adds: ‘or else!’” 
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Obituary 


William Dee Winston, Jr. 


William Dee Winston, Jr., 54, Secre- 
tary and Director of the Lufkin Foundry 
and Machine 
Company, Luf- 
kin, Texas, died 
June 26, 1948, 
after a long ill- 





ness. A _ native 
of Pine Bluff, 
Ark., he had 


been connected 
with the Lufkin 
Foundry for the 
past 35 years. 

Throughout 
his life in Luf- 
kin, Mr. Win- 
ston was active in civic and public affairs. 
He was a member of the City Commis- 
sion for two terms and had also served 
as Mayor of Lufkin. Because of his serv- 
ice to the City of Lufkin and as a well- 
earned tribute to him as a community 
builder, a large, new park in Lufkin was 
named “Dee Winston Memorial Park.’ 

Mr. Winston was a member of the 
Controllers Institute of America, and of 
the Salvation Army Advisory Board. He 
was a veteran of World War I. 

The survivors include his widow, Mrs. 
Edna Price Winston of Lufkin; a daugh- 
ter, Miss Helen Marie Winston of Luf- 
kin; and his mother, Mrs. W. D. Win- 
ston, Sr., of Houston. 





MR. WINSTON 


Leo J. Hoban 


Leo J. Hoban, 56, died at his home in 
Wallace, Idaho, on June 16. At the time 
of his death, Mr. 
Hoban was Sec- 
retary and Treas- 
urer of Hecla 
Mining Com- 
pany, and a di- 
rector of Sulli- 
van Mining 
Company, Po- 
laris Mining 
Company, Silver 
Summit Mining 
Company, and 
the First Na- 
tional Bank, all 
of which are located in Wallace. 

A member of the Controllers Institute 
of America, Mr. Hoban held membership 
certificate 382 by virtue of election in De- 
cember, 1934. He was also a member of 
the American Institute of Mining and 
Metallurgical Engineers and of the Ameri- 
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New York, N. Y. 
Clarksburgh, W. Va. 
St. Louis, Mo. 
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can Mining Congress and belonged to the 
Elks Club and Knights of Columbus. 

Mr. Hoban was born in Fergus Falls, 
Minn., and later moved to Spokane, 
Wash., where he graduated from Gonzaga 
College in 1909. He entered the employ 
of the Hecla Mining Company in Febru- 
ary, 1910, as a stenographer and was ad- 
vanced to an accountant in 1912. Five 
years later, he left the company to serve as 
an officer in World War I, but returned 
after two years service. He became Office 
Manager in 1923, Secretary of the com- 
pany in 1935, and Controller in 1936. 
Four years later, he accepted the duties as 
Treasurer and Director of the company. 

His survivors include his widow, Anita 
Hoban; and four children, Ann, Jim, Mary 
Eileen, and Kathleen. 


Predicts Federal Deficit 


The Federal budget will ‘“‘go into the 
red” before June 30, 1949, and by 1950 
will be piling up a deficit of perhaps $10 
billion a year, according to Senator Byrd 
of Virginia. 

Demanding retrenchment to keep the 
budget balanced, Sen. Byrd estimated that 
unless reforms are put into effect, there 
will be a deficit in the 12 months begin- 
ning July 1, 1948. His estimate of spend- 
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ing, he said, is ‘more likely to be ex- 
ceeded than reduced.” He included in his 
estimate no foreign spending not already 
authorized, and no pay rises for Federal 
employes. 


Grievance Committee Pay 

Pay for grievance committee's time 
is granted in nearly half (134 or 42.8 
per cent.) of 313 post Taft-Hartley con- 
tracts analyzed by the National Indus- 
trial Conference Board. More than half 
of the 128 CIO contracts contain such 
pay provisions. Thirty per cent of the 
125 AFL contracts provide pay for such 
time. 

Contracts specifically stating that the 
employer shall pay for time after work- 
ing hours total 3.8 per cent. Thirteen 
contracts, or 4.2 per cent require the 
employer to pay for this time if he calls 
the meeting. Five contracts, or 1.6 per 
cent, provide that the employer and the 
union shall split the expense for time 
spent by committeemen during working 
hours. All five are CIO contracts. Nine- 
teen of the contracts, or 6.1 per cent, 
provide that the employer does not pay 
for time spent by committeemen on 
grievances, 
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Iustitute Cctivities 





Government Contract Recommendations 
Developed by Institute’s Committee 


Recommendations concerning the 
“Statement of Contract Cost Principles,” 
as proposed for issuance by the Depart- 
ments of the Army, Navy and Air Force, 
were submitted in mid-July by F. G. Haw- 
thorne, Chairman of the Committee on 
Government Procurement Problems of 
the Controllers Institute of America. 

The recommendations submitted by 
Mr. Hawthorne, who is Controller and 
Assistant Secretary, Western Electrical 
Instrument Corporation, Newark, N. J., 
concerning the draft of June 22, 1948. 
They were sent to Rear Admiral Frank 
Baldwin, Chairman of the Joint Army, 
Navy Audit Coordination Committee, 
Bureau of Supplies and Accounts, Navy 
Department, Washington, D. C. 

A confidential copy of the recommen- 
dations was released to members of the 
Institute early in August for their infor- 
mation. 

The personnel of this newly-appointed 
national committee of The Institute in- 


cludes, in addition to Chairman Haw- 
thorne, the following: 

JOHN D. Grayson, Treasurer, Hazel- 
tine Corporation, New York; JOHN W. 
Hooper, Vice-President and Treasurer, 
American Machine & Foundry Company, 
New York; S. WALLACE MURKLAND, 
Comptroller, Western Electric Company, 
Inc., New York; CHARLES ONDRICK, 
Controller, The Sperry Corporation, New 
York; WILLIAM R. Rossins, Controller, 
United Aircraft Corporation, East Hart- 
ford, Conn.; F. G. Roperts, Assistant 
Treasurer, S K F Industries, Inc., Phila- 
delphia; MorGAN R. SCHERMERHORN, 
Jr., Vice-President, The Glenn L. Martin 
Company, Baltimore; and RICHARD H. 
SCHLOTTMAN, Assistant Comptroller, 
Bethlehem Steel Corporation, Bethlehem, 
Pa. 

EpWIN E. McCONNELL, Controller of 
Norton Company, Worcester, Mass., and 
a past national president of The Institute, 
is serving in an advisory capacity. 


N. Y. Control’s Cost Accounting Committee 
Announces Topics for Study 


Three subjects for consideration have 
been chosen by the Committee on Cost 
Accounting and Analysis, of the New 
York City Con- 
trol, for study, 
according to an 
announcement 
by L. R. Feakes, 


Committee. Mr. 
Feakes is a Di- 
rector and Con- 
troller of John- 
son & Johnson, 
New Bruns- 
wick, N. J. 

A meeting of 
the Committee 
has been scheduled for September 21 at 
National Headquarters of the Institute, 
and Members of the Committee have 
been asked to prepare a summary of 
their companies’ practices on the three 
topics being reviewed for consideration 
at this meeting. 

The three topics are, as follows: 





MR. FEAKES 
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Chairman of the: 


1. Methods of allocating the following 
cost factors to product costs: 
a. Raw materials storage overhead 
b. Vacation and holiday costs 
c. Workmen’s compensation insur- 

ance 

d. Training of employees 
e. Supervisory costs 

2. Methods of developing costs of han- 
dling orders, with emphasis upon de- 
termination of cost of handling small 
orders. 

3. Practices in revising standard costs or 
costs developed for pricing purposes. 


The personnel of the Committee in- 
cludes, in addition to Chairman Feakes, 
the following: 

Vice-chairman, LINCOLN H. DE Graw, Con- 
troller, Hazeltine Electronics Corporation; A. J. 
AMMON, Vice-President and Comptroller, 
American Book-Stratford Press, Inc.; EDWARD 
H. BIL1, Jr., Cluett, Peabody and Company, 


Inc.; David K. Bouton, McKiernan-Terry 
Corporation, Harrison, N. J.; ARCHER E. 
CHURCH, Controller, Weekly Publications, 


Inc.; KARL G. CLEMENT, Deputy Comptroller, 
The Port of New York Authority; WYMAN P. 
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FIsKE, Management Consultant; SIDNEY FrEap 
Controller, Publix Shirt Corporation; AUSTIN 
E. GANLY, Assistant Secretary, Pantasote Cor. 
poration of New Jersey, New York; Puup §. 
HARBURGER, L. Sonneborn Sons, Inc.; W. O. 
HENLEY, Comptroller, American Aniline Prod. 
ucts, Inc.; and RoBERT W. Hoop, Manager 
Office Service Company. : 

Also, J. McCaLL HUGHES, Comptroller, The 
Mutual Life Insurance Company of New York: 
JOHN H. KEiG, Comptroller, The Society of 
the New York Hospital; C. B. LUuNsForp, 
Auditor, The Equitable Life Assurance Society 
of the United States; A. B. MANNING, Con- 
troller, R. E. Dietz Company; GerorGE N. 
MauGeR, Assistant Controller, The Dime Say- 
ings Bank of Brooklyn; GEORGE C. RIEGGER 
Controller and Assistant Treasurer, Chicopee 


_ Manufacturing Corporation, New Brunswick, 


N. J.; J. J. SCHOFIELD, Factory Comptroller, 
North American Philips Company, Inc.; Gus- 
TAV J. SCHULTZ, Heyden Chemical Corpora- 
tion; WILLIAM H. SLAvINn, Controller, Hauson- 
Van Winkle-Munning Company, Matawan, 
N. J.; RAYMOND E. SNYDER, Controller, Merck 
& Company, Inc., Rahway, N. J.; Roper L. 
SpoTts, President and Director, TelAutograph 
Corporation; WILFRID B. STONHAM, Auditor. 
Tennessee Corporation; and ARTHUR WILKENS 
Vice-President, Nathan Manufacturing Com. 
pany. 


N.Y.C. Control’s Capital Assets 
Group Names Sub-Committees 


The Committee on Capita! Assets and 
Related Reserves of the New York City 
Control of the Controllers Institute has 
been arranged on a sub-committee basis, 
according to an announcement by Com- 
mittee Chairman LEITH V. WATKINS, 
Secretary-Controller, Panhandle Eastern 
Pipe Line Company, as follows: 


1. Control through appropriate rec- 
ords—Chairman, J. Kart _ FISHBACH, 
THOMAS J. LENIHAN, A. G. Lurie, and 
GERARD L. McCoy. 


2. Lines of demarcation between 
charges to fixed assets and mainte- 
nance expeénses—Chairman, James A. 


MAROHN, E. H. FUERTINGER, RICHARD 
J. HANWELL, A. G. Lurie, and F. W. 
SCHULZ. 

3. Bases of depreciation, depletion 
and  amortization—Chairman, E. H. 
FEURTINGER, LEROY A. CARLSON, JOHN 
E. Cow Les, and RICHARD J. HANWELL. 

4. Depreciation and amortization poli- 
cies from the viewpoint of the balance 
sheet, costs and profit and loss State- 
ments—Chairman, B. O. BRAND, THOMAS 
B. FRANK, T. D. MUMFORD, and HARRY 
E. SUTTON. 

5. Depreciation and amortization from 
the tax viewpoint—Chairman, T. D. 
Mumrorp, B. O. BRAND, J. KARL FisH- 
BACH, RICHARD J. HANWELL, and JAMES 
A. MAROHN. 

6. Recognition of changing economic 
conditions in the accounting of Capital 
Assets and De preciation—Chairman, 
THOMAS B. FRANK, LEROY A. CARLSON, 
F. W. ScHULz, and Harry E. SUTTON. 

7. Accounting for depletable assets— 
Chairman, GERARD L. McCoy, THOMAS 
J. Lenmman, A. G. Lurig, and R. C. 
TYSON. 
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Postwar Price Structure Analyzed 


P TO THE RECENT further advance 

of consumer prices in the American 
economy, prices in wholesale markets had 
doubled and living costs had risen two- 
thirds since 1938-39 in the same acceler- 
ating price advance that has characterized 
previous wartime expansions. This is 
shown in a study of postwar prices pub- 
lished recently by the, National Bureau of 
Economic Research. 

In this study, “The Structure of Post- 
war Prices,’ Dr. Frederick C. Mills, mem- 
ber of the research staff of the National 
Bureau and Professor of Economics at Co- 
lumbia University, (and former President 
of the American Economic Association 
and of the American Statistical Associa- 
tion) notes that the pressure on the price 
system reflected world-wide shortages of 
urgently-needed goods. 

Pressures arising from foreign needs 
were accentuated by marked gains in the 
purchasing power of domestic consumers. 
Rising costs of materials and labor con- 
tributed to these forces. The pressures of 
these demands, amply implemented by a 
volume of money and credit that has ex- 
panded more rapidly than the physical 
volume of production, are expressed in a 
continuing upward push of prices. 

Although the consumption sector of the 
economy is usually the most stable, in the 
present rise foods have outstripped every 
other major category of goods. The price 
increases of 1939-48 struck sharply on the 
pockets and against the budgets of final 
consumers more immediately and more 
heavily than do the price rises that ac- 
company the usual cyclical expansion, Dr. 
Mills points out. 

Consumers are closer to the strategic 
center of the present price rise, and the 
fortunes of consumers as buyers of goods 
are more immediately involved than in the 
customary price advances of the business 
cycle, he notes. 

Foods and farm products gave marked 
leadership to the price advance and the 
increases in the prices of consumer goods 
were relatively large. The largest advances 
were scored by soft goods such as foods 
and farm products. Metals and durable 
goods in general and the broad class of 
nonfarm products lagged in the general 
Price rise of the last nine years. 

The difference is small between pro- 
ducer goods and consumer goods, but this 
has been due to diverging movements in 
two classes of producer goods. Those in- 
tended, after fabrication, for human con- 
sumption have shown relatively large 
ptice advances, while those entering into 
capital equipment have experienced rela- 
tively smaller ones. Foods at the producer 
800ds stage advanced 196 per cent, goods 


for use in capital equipment rose only 59 
per cent. 

“Our economy remains one that is up- 
tilted, with soft goods—foods, producer 
goods for human consumption, and farm 
products—at the high-priced end of the 
market spectrum,” Dr. Mills declares. 

The pattern of price change since 1939 
accords with that of wartime movements, 
rather than that of peacetime business 
cycles, the study finds. In peacetime ex- 
pansions, the increases are most rapid in 


the first stages. During the rise since 1939, 
as in the advances occuring during the 
civil war and the first world war, the most 
explosive upward movement came in the 
closing months. 

What distinguished the price move- 
ments during the second world war from 
those during the first world war was the 
delayed advance in prices, notably in in- 
dustrial prices. This was a point of 
strength in the period immediately fol- 
lowing the end of fighting in 1945. 

The monthly rate of advance in general 
wholesale prices between August, 1945, 


Prices during Two World Wars 
----- World War I (1914 :100) 
World War II (1939 :100) 
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and January, 1948, however, exceeded the 
monthly rate from November, 1918, to 
the peak of prices in May, 1920. 

Of the elements of the price structure, 
ranked in order of the relative size of their 
price movements, farm prices are at the 
top with a rise of almost 200 per cent. 
Rents are at the bottom, with an increase 
of only 11 per cent. The prices of equity 
shares in industrial corporations, which 
advanced only 26 per cent, are near the 
bottom. The general cost of living for 
urban workers, which was held down by 
the stability of rents, rose 68 per cent. 
Seven of eleven major classes of com- 
modities and services are in a central 
group, the price increases of which ranged 
from 90 to 126 per cent. This group in- 
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The Changing Tempo of Inflation 
1939 - 1948 


Percentage Change per Month 


Aug. 1939 ~ Mar. 1942 
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cludes wholesale prices, general retail 
prices, and prices paid by farmers, con- 
struction costs, and wages, both hourly 
and weekly. 


PRODUCTION RISE COUNTERS INFLATION 


Because of the advances in unit prices, 
dollar gains in production and trade sub- 
stantially overstate the actual increases in 
physical volume, Dr. Mills emphasizes. 
However, consumer expenditures more 
than kept pace with rising prices. The flow 
of goods into actual consumption appears 
to have been 40 to 50 per cent greater in 
1947-48 than in 1939. Practically all types 
of goods and services commonly bought 
by families shared in the general elevation 
of living standards; expenditures for 
food, clothing and durable consumer 
goods rose most. 

In the most recent months studied, vol- 
ume increases had been checked in some 
lines and in the broad field of consumer 
goods they were tapering off. Increases in 
expenditures reflected, mainly, rising sell- 
ing prices. This is a situation that had its 
close counterpart in the 1919-21 cycle, Dr. 
Mills points out. 

The gains in industrial output between 
1939 and 1948 have been one of the 
major defenses against unbridled inflation. 
These amounted to 82 per cent in manu- 
facturing production. Corresponding 
gains of 70 per cent were scored in manu- 
facturing employment, 118 per cent in 
volume of freight carried by railroads, 
and about 27 per cent in agricultural out- 
put. 

In almost every field except, particu- 
larly, revenue freight, the gains in total 
value far outstripped quantity advances. 
The monetary value of goods produced or 
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services rendered increased more than 200 
per cent in agriculture, manufacturing and 
manufacturing employment, retail sales 
had increased on the same order, and 
monetary values increased more than 100 
per cent in mineral production, construc- 
tion, consumer expenditures and employ- 
ment in mining. 

With increases of considerable size in 
both prices and production, the economic 
expansion here between 1939 and 1948 
has no exact historical parallel. During the 
first world war, prices advanced similarly 
but output gains were less notable. During 
the "Twenties there were output gains on 
the same order, but the general level of 
commodity prices suffered merely minor 
shifts. 


FARMERS, FACTORY WORKERS GAIN 


Farmers have gained substantially. The 
gains in their total purchasing power, in 
terms of goods and services, are 47 per 
cent greater than the gains in total farm 
output since 1938-39, and 28 per cent 
greater since 1924-27. The per capita real 
income of farmers increased about 100 
per cent from 1939 to 1947. Among other 
primary producers, those turning out for- 
est products gained at about the same rate 
as farmers. 

Manufacturing labor had a gain of 
about 21 per cent in real hourly earnings 
between 1939 and 1948. Prior gains 
amounted to about 50 per cent, so that the 
gains in real hourly earnings from 1924- 
27 to February, 1948, were 85 per 
cent. The per capita gain in real weekly 
earnings from 1939 to 1948 was about 
34 per cent. 

Only four of eighteen groups of non- 
manufacturing labor had gains in real 
houtly wages exceeding those of manu- 
facturing labor. These were bituminous 
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coal miners, workers in hotels and in 
quarrying and nonmetallic mining, and 
common labor in roadbuilding. For three 
groups, telephone, electric light and 
ower workers and skilled labor in con- 
struction, real hourly wages declined. 

In the gains made since 1924-27, the 
hourly earnings of manufacturing labor 
outrank all other elements of the price 
structure. Per capita weekly earnings of 
workers in manufacturing industries, like 
farm prices, made high gains. Wholesale 
prices made middling gains. Rents, in- 
dustrial stock prices and the consumer 
price index show the lowest advances over 
the long period. 

During the twenty years, as during the 
eight years that span the war, Dr. Mills 
reports, the net shifts in price relations 
were such as to improve materially the 
exchange position of farmers and manu- 
facturing labor. 


SOME DECLINE EXPECTED 
In his analysis of various aspects of re- 


cent price movements Dr. Mills notes that 
“some decline from a postwar peak is, of 


course, to be expected,” although no at- 
tempt is made to set a date marking the 
end of the present inflationary movement. 

The past record of price recessions sug- 
gests the possibility of a sharp initial drop 
in prices when the peak has been passed, 
perhaps accelerating in the early stages of 
the decline. Thereafter, slackening of the 
rate of fall is to be expected, with prices 
stabilizing as the forces of revival gather 
strength. 

The extent of the decline and the pat- 
tern of change will be affected by the spe- 
cial circumstances of the present period 
and by recent institutional changes in the 
American economy, such as government 
support of farm prices and the increased 
strength of labor organizations, he points 
out. 

If price movements should follow the 
pattern suggested by historical records, the 
more swiftly prices were realigned and 
the more rapidly adjustments in agree- 
ment with them were made elsewhere in 
the economy, the smaller would be the 
disturbances to the production and dis- 
tribution of goods and services, Dr. Mills 
believes. 


Interpreting Today’s Balance Sheet 


Commenting editorially, under the 
heading—""How to Read a Balance Sheet 
These Days’—the Chicago Tribune re- 
cently pointed out that ‘in a symposium 
on inflation in the current issue of the 
Harvard Review of Statistics and Income, 
Professor Fritz Machlup says that even 
business executives do not realize that 
they have exaggerated profits for 1947 by 
failing to make sufficient allowance for 
capital consumption. 

“Profit, he points out, is what is left 
after adequate deduction is made for the 
wearing out of plant and equipment. 
Over a period of years the accumulated 
deductions should be sufficient to replace 
capital goods when they are worn out. 
But the replacement reserves are being 
built up on estimates of cost made at a 
time when costs of construction and ma- 
chinery were very much less than at pres- 
ent. 









































“Mr. Burke, | wish you'd stop using words that 
will cause you to complain about my spelling!” 


“Thus Professor Machlup says, ‘If it 
now costs $2 million to replace, at present 
prices, a plant which cost only $1 million, 
$2 million must over the years be de- 
ducted from gross income before any real 
profit is obtained.’ 

“The deductions from earnings for the 
wearing out of plant would have been 
adequate if the purchasing power of the 
dollar had remained unimpaired. As it is, 
the amounts set aside for replacement by 
corporations are sufficient to return the 
original capital costs, but not to pay for 
equivalent new buildings and equipment 
at today’s prices. 

“Dr. Machlup points out that the capi- 
tal depreciation of industrial concerns for 
1947 amounted to about $11 million. 
This amount, he finds, would have to be 
doubled in order to buy the portion of 
the physical plant which would normally 
be replaced in this year. The situation is 
actually worse than this, because of the 
postponement of replacement during the 
war period by all concerns except those 
producing war goods. Instead of the new 
equipment they would have acquired 
from 1940 to 1945, they accumulated cash 
and government bonds. These unex- 
pended replacement reserves will buy 
about half as much equipment as when 
they were accumulated. Very few com- 
panies have taken account of the inade- 
quacy of past deductions for depreciation. 

“The failure of corporations to make 
full allowance for the increase in costs 
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and the depreciation in money is due to 
the fact that federal law and accounting 
custom make it impossible for a firm to 
write off $2 million from an asset which 
stands on the books at 1 million. 
“Consequently, stockholders who want 
to know what real earnings would be if 
capital resources remained intact will not 
be far off if they cut in half the profits as 
reported for 1947. The halving of re- 
ported earnings to get real earnings will 
not be enough in many instances. As Pro- 
fessor Machlup points out, ‘corporate 
profits might disappear altogether if an 
adjustment for increased prices were made 
for all current replacements out of reserves 
previously accumulated in liquid form.’ ” 
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New Institute Members lected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





The individuals listed below were 
elected to active membership in the Con- 
trollers Institue of America by action of 
the National Executive Committee on 
July 31, 1948. 


KAREL H. BEEKHUIS 
Arabian American Oil Company, San 
Francisco. 
D. W. BOYLAN 
Lustron Corporation, Columbus, Ohio. 
HERBERT W. BRAKER 
Pioneer Suspender Company, Phila- 
delphia. 
E. N. CHAMBERLAIN 
Kaiser Fleetwings, Inc., Bristol, Pa. 
Ray A. CLARK 
Columbus Mutual Life Insurance Com- 
pany, Columbus, Ohio. 
RUSSELL T. EARLEY 
St. Paul & Tacoma Lumber Company, 
Tacoma, Wash. 
Davip M. FINLEY 
Bemis Bro. Bag Company, St. Louis. 
CLaiR E. FULTZ 
The Huntington National Bank of 
Columbus, Columbus, Ohio. 
NorMAN V. HANSPLANT 
J. E. Caldwell & Company, Philadel- 
phia. 
ALBERT V. HARTL 
Otter Tail Power Company, Fergus 
Falls, Minn. 
RAMON J. HARTUNG 
Radio Tube Division, Sylvania Elec- 
tric Products, Inc., Emporium, Pa. 
EARL E. JAMES 
Westfield River Paper Company, Inc., 
Russell, Mass. 
GEORGE L. HEWITT 
The Maryland Biscuit Company, Balti- 
more, Md. 
EMERSON G. HIGDON 
The Maytag Company, Newton, Iowa. 
RICHARD T. HORNER 
Pratt & Whitney Aircraft Division of 
United Aircraft Corporation, East 
Hartford, Conn. 
F, M. JAYNE 
Standard Oil Company of California, 
San Francisco. 
PHILIP G. LEWERT 
Sperry Gyroscope Division of the 
Sperry Corporation, Great Neck, N. Y. 


WILLIAM J. MATTHEWS, JR. 

American Zinc, Lead and Smelting 
Company, St. Louis. 

W. C. McCAMMON 
Standard Oil Company of California, 
San Francisco. 

ROBERT S. MCKNIGHT 
DiGiorgio Fruit 
Francisco. 

BURNELL H. MILLER 
State Farm Life Insurance Company, 
Bloomington, III. 

WILLIAM H. OWEN, JR. 

Lee Higginson Corporation, 
York. 

BuDD PARKS 
Black, Silvalls & Bryson, Inc., Kansas 
City, Mo. 

RONALD RAMSAY 
Bemis Bro. Bag Company, St. Louis. 

EvAN G. REESE 
Franklin Baker Division, General Foods 
Corporation, Hoboken, N. J. 

JOHN H. SCHWARTEN, JR. 

Butler Brothers, Chicago. 

C. L. SCHWING 
Moncreif Lenoir Manufacturing Com- 
pany, Inc., Houston, Texas. 

F. E. SMETHERAM 
Metropolitan Building Company, Seat- 
tle, Wash. 

JOHN V. VAN PELT, 3rd. 

The Kendall Company, Walpole, Mass. 

H. S. G. VERLANDER 
Equitable; Equipment Company, Inc. 
New Orleans, Louisiana. 

ALEXANDER A. WRIGHT 
Federal Electric Company, Inc., Chi- 
cago. 

HARRY Y. WRIGHT 
Fidelity and Deposit Company of 
Maryland, Baltimore, Md. 

JOHN H. WYLLIE 
Howard D. Johnson Company, Wol- 
laston, Mass. 

ERNEST T. YANEGA 
Lenox Hill Hospital, New York. 


Corporation, San 
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“Assets, zero; liabilities, $148,576.93--- Oh, but here's good 
news, Mr. Carter- there's still $1.58 in the petty cash fund!” 
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Tax Policy Review Asked 
To Aid Risk Capital 


Thorough re-examination of the federal 
tax structure and of the other conditions 
that discourage industrial risk-taking are 
far more imperative now than mere enact- 
ment of a tax-reduction bill, Guaranty 
Trust Company’s Survey asserted recently. 

Despite all the stress put in recent 
months on the need to stimulate venture 
capital, it said, “it is doubtful whether 
even now there is adequate recognition of 
the sweeping changes that have taken 
place in the factors determining that sup- 
ply and the seriousness of the possible ef- 
fects on the nation’s economy.” 

The country must meet the needs of a 
growing population and replace obsolete 
equipment, but “the heavy tax burden on 
individual incomes, especially those in the 
higher brackets, which normally supply 
the bulk of venture capital,” is retarding 
progress in this direction, says the bank. 

“The situation is aggravated by the 
estate taxes, which depress the market for 
equity securities by forcing hasty liquida- 
tion and by breaking up large estates into 
smaller units for which such securities 
represent a less suitable form of invest- 
ment.” 

Meantime, the bank holds, the ‘‘almost 
confiscatory rates on large incomes leaves 
relatively little surplus for investment in 
equity securities and little incentive to as- 
sume the risk involved.” 

Double taxation of dividends, it con- 
tends is ‘‘without justification and is cer- 
tainly harmful.” The distinction made by 
the law in favor of income from gains 
was termed “insufficient inducement” to 
risk-taking. 

Corporate tax rates have deterred ex- 
pansion while price changes have nar- 
rowed the margin between raw-material 
costs and selling prices, the periodical 
said. 

The rising “break-even” point for in- 
dustry—the product primarily of mount- 
ing labor costs—also cannot be overem- 
phasized, it was pointed out, especially 
since wage rises threaten to become 4 
heavy burden should business activity ta- 
per off generally. 
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Rearmament Not Expected to 
Increase Capital Needs 


Capital expenditures by industry in 
1949 are expected to show a downward 
trend, according to the latest monthly sur- 
vey of current business practices con- 
ducted by the National Industrial Confer- 
ence Board. A majority of the Company 
officers cooperating in the survey look for 
a decline although a significant propor- 
tion expect capital outlay in 1949 to 
closely approximate that for 1948. A 
relatively small number are planning on 
increasing capital expenditures. 

The rearmament program is not ex- 
pected to increase the capital needs of 
most of the companies surveyed. Accord- 
ing to many of the cooperators, the ex- 
pansion which was carried on during the 
last war emergency and the recent post- 
war period “has been sufficient to take 
cate of any additional production which 
might be necessary in the near future.” 

The general belief is that a rearma- 
ment program will require ‘‘increasing 
use of second and third shifts and stepped- 
up production schedules” rather than ex- 
pansion of physical plant facilities. 

The downward trend of capital ex- 
penditures after 1948 is attributed to sev- 
eral factors. The high construction costs 
which prevail are “‘a severe handicap” 
on continued expansion of plant facili- 
ties. “As a result of this spiral, a struc- 
ture which cost $3.20 per square foot to 
build before the war will now cost a 
company $15.20 per square foot.” 

To avoid borrowing funds many com- 
panies report that they are constructing 
only necessary additions to their present 
plant facilities. 

Another reason often mentioned for 
this “tapering off of capital needs’ is the 
completion of many postwar improve- 
ment plans which were set up after V-J 
day. These plans, many of which ran for 
three years, are reported as being com- 
pleted late this year and early in 1949. 
In other cases, ‘large amounts of capital 
were expended”’ to purchase plants which 
were being leased from the government 
during and immediately after the war. 
Still another cause of large capital ex- 
penditures was the “retooling required” 
during the postwar period. 

Retained earnings furnish the bulk of 
the capital requirements for more than 
three quarters of the companies surveyed. 
Next most important source for funds is 
current depreciation.” About half of the 
companies surveyed rely on this method to 
pay part of their capital expenditures. In 
Practice, most companies report that they 
use a combination of the two methods to 
meet a large proportion of their capital 
needs, 


Some of the companies surveyed, about 
five per cent of the total, financed “‘a 
substantial part of their capital needs” 
through stock or bond issues. A few com- 
panies stated that they resorted to bank 
loans and insurance company loans to 
meet capital expenditures. 

Companies reporting that earnings re- 
serves took care of much of their capital 
expenditures “had to resort to other means 
of financing as well.” Actually, the greater 
number of these companies point out that 
earnings did not pay for more than 50-75 
per cent of the total capital needs. 

Most of the iron and steel companies 
report that a relatively high proportion of 
their capital needs were met out of re- 
tained earnings. This was also true of tex- 
tile manufacturers, the majority of whom 
paid for about 65 per cent of their capital 
expenditures with retained earnings. On 
the other hand, the majority of petroleum 
companies (all of which are comparatively 
large concerns) pay for “only about one 
third of their capital needs’ from re- 
tained earnings. 


Depreciation reserves provided for 
funds for anywhere from 6-75 per cent of 
the total capital expenditure for the re- 
porting companies. The greatest number 
reported that depreciation reserves ac- 
counted for about 35 per cent of their 
capital outlay. Many companies that ex- 
tract natural resources, such as the mines 
and oil coricerns, pay for ‘‘a substantial 
proportion of their capital requirements 
from liberal depletion charges.” 

The companies resorting to public flota- 
tion to secure capital are in most cases 
large, well-known concerns. The typical 
company in this group accounted for 45 
per cent of its capital needs through stock 
or bond issues. 

Those companies which used short-term 
bank financing to meet capital needs 
stated they thus secured, on an average, 
about 46 per cent of their capital needs. 

A handful of companies reported that 
long-term bank loans furnish a portion of 
their capital needs. The average company 
in this group secured about half its capital 
from this source. 

Some companies mentioned other 
sources for funds. Large insurance loans 
were used in several cases to finance build- 
ing costs while retained earnings and de- 
preciation charges were sufficient to meet 
other capital needs. 








HOW DO 
YOUR 
FILES 


COMPARE 
? 


How do you suppose your present filing equipment compares with Rol- 


Dex Files—in accuracy, speed, maintenance cost and ease of operation? 


We would be glad to help you make this comparison, with no obligation 


on your part. Either send us a description of your present files or ask one 


of our systems engineers to see them. You will gain some interesting— 


and valuable—facts. Why not write today ? 


ROL-DEX DIVISION 


WATSON MANUFACTURING COMPANY, INC., JAMESTOWN, N. Y. 
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Positions Wanted 


Each employer and each advertiser 
listed in this magazine is individually re- 
sponsible for determining the value of the 
person available or of the position open. 


COPY DEADLINE: Tenth of month 
preceding publication. 





Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller—Assistant Controller 

Member of Controllers Institute, C.P.A. 
(N. Y. and Pa.), age 43, available at 
$10,000; willing to move from metro- 
politan area if opportunity warrants. Has 


had multi-corporate experience, with re- 
sponsibility for costs, budgets, financial 
statements, taxes and government reports, 
real estate and insurance problems, system 
installations, procedural manuals, special 
“trouble shooting’ committee work with 
lawyers, and other controller functions. 
Has ability to work harmoniously with 
top management and line and staff organi- 
zation, coordinating inter-departmental re- 
lations. Address: Box 807, THE CON- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


Controller—Executive Accountant 


A Controllers Institute member de- 
sires position as Controller, other finan- 
cial officer or Chief Cost and General 
Accountant. He has had more than 20 
years of excellent training and experi- 
ence in public accounting and private 
business as top man. College trained 
and accustomed to heavy duties in ex- 
ecutive capacity serving top manage- 
ment. Resourceful and conscientious 
worker. Modern ideas in systems, meth- 
ods, production planning and control, 
standard costs, budgets, credits and col- 
lections, taxes, financial management, 
office management, and control and pro- 
cedures. Age 45. Available immediately. 
Salary open. Address: Box 835, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Controller—Assistant to President 


Certified Public Accountant, 37 years 
of age. Presently controller of National 
Organization. Teamworker, capable ad- 
ministrator, and pleasing personality. 
Impressive record of achievements. Ex- 
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“Right you are sir, — you have won a 5% property tax reduction. 


Would you like to try for 10%?” 
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perience includes 11 years of public ac. 
counting with national firms. Prefers 
position in New York or New Jersey, 
Address: Box 836, THE CONTROLLER, 
One East Forty-second Street, New 
York 17:-N.°Y. 


Accountant—Controller’s Office 


Certified Public Accountant with 4Y, 
years intensive public experience and 
114 years internal accounting experi- 
ence desires position in controller's 
office. Wide auditing background— 
manufacturing, transportation, real es- 
tate, some retail and banking. Financial 
statements, income and business tax work. 
Young woman, age 27. Address: Box 837, 
THE CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Controller—Treasurer 

B.S., C.P.A., LL.B., age 36 with 14 
years experience in accounting, systems 
and procedure available. Member Ameri- 
can Institute and Controllers Institute. 
South preferred. Salary, $6,000 to $8,000 
dependent upon location, responsibility 
and opportunity. Address: Box 838, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Treasurer—Controller 


Treasurer-Controller desires _ position 
with heavy responsibility and future. Ex- 
perience includes controllership and treas- 
urership of retail food chain and 20 years 
of industrial accounting, such as the manu- 
facturing of automobiles, aircraft, radio 
tubes and pharmaceuticals. Supervised all 
phases of accounting on both mass pro- 
duction and small business basis with spe- 
cial emphasis on cost system and controls. 
Skilled in supervising large groups of em- 
ployees. Personable, adaptable. Handles 
union relations in present situation. Col- 
lege trained, age 42, married, two chil- 
dren. Prefers to remain in the East. Ad- 
dress: Box 839, THE CONTROLLER, One 
East Forty-second Street, New York 17, 
w. x. 


Treasurer—Controller 


An officer of a nationally known manu- 
facturing corporation can be made avail- 
able on reasonable notice. He has served 
as an officer in three national manutactur- 
ing corporations and thoroughly under- 
stands the administration of the treasury 
and controllership responsibilities of an 
industrial enterprise. His former associates 
will be pleased to verify his demonstrated 
abilities. University Graduate—Age 43. 
Location preferred: East Coast or West 
Coast. Address: Box 840, THE CONTROL- 
LER, One East Forty-second Street, New 
York 17, Novy. 
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Controller 

Executive with six years auditing experi- 
ence, three years as a tax specialist, and 
ten years as comptroller, assistant treas- 
urer and assistant secretary of a company 
that grew from scratch to a large corpora- 
tion. Now available because of a merger. 
Experience includes full responsibility for 
accounting, budgets, taxes, insurance, and 
credits. Also experienced in wage and 
salary administration, personnel, industrial 
relations and cafeteria supervision. Edu- 
cation includes bachelor of arts degree 
from a prominent state university school 
of commerce with major in accounting. 
Age 43, married and have two children. 
Salary open to discussion on basis of re- 
sponsibilities and opportunities. Address: 
Box 841, THE CONTROLLER, One East 
Forty-second Street, New York. 17; N. ¥. 


Controller 

Available January 1, 1949. Has been 
25 years with present corporation doing 
$15 million business annually. Industrial 
insurance executive with full knowledge 
of all phases. Authority on pension 
plans. At present, chairman of his com- 
pany’s retirement income programs. 
Twenty years of successful dealings with 
Boards of Equalization on City, County 
and State tax matters. Supervises com- 
pany’s Federal Income Tax procedure. 
Can fulfill any other controllership func- 
tion with dispatch. Age 55. Married. 
Any location. This member of the Con- 
trollers Institute will attend Institute's 
Annual Meeting, New York, October 
10-13. Available for interview then or 
later. Address: Box 843, The Con- 
troller, One East Forty-Second Street, 
New York 17, N. Y. 


Economic Research Vital 
To Capitalism 


That all capitalism is. not dynamic, is 
the belief of John H. Van Deventer, Di- 
rector of Information, Committee for 
Economic Development. Mr. Deventer 
stated recently that dynamic capitalism is 
that under which labor, management and 
the public get the biggest “run for their 
money. 

“It is dynamic in the sense that it pro- 
duces more and more for more and more 
people,” he explained. “Static capitalism 
such as they had in unfortunate Britain 
was not like that. Static means stand-still. 
The two kinds of capitalism differ from 
each other as much almost as black differs 
from white. 

“Under our dynamic capitalism with its 
incentives and rewards for effort and ac- 
complishment, we have been able to 
double the standard of living of the aver- 
age American during the past half cen- 
tury. And if we have sense enough to pro- 
tect this dynamic quality and encourage it, 
we can double it again in the next 25 
years. 





New Overtime Pay Rule Enforcement 


Scheduled for September 15 


Postponement to September 15 of the 
enforcement of a new interpretation on 
overtime pay, resulting from a Supreme 
Court decision, was announced late in 
June by William R. McComb, administra- 
tor of the Department of Labor Wage 
and Hour Division. It had been sched- 
uled for the beginning of July. 

In ordering the postponement Mr. Mc- 
Comb said labor and management sources 
indicated that more time was needed, 
partly because revisions were necessary in 
collective bargaining contracts. 

In a longshoremen’s case decided on 
June 7 the court held that an employer 
was obligated to include premium pay for 
work done at night and at various odd 
hours in calculating a worker's average 
pay to determine the overtime rate. 

In effect the decision wiped out a 
long-standing administrative interpreta- 
tion that time-and-a-half for week-end 
and holiday work or work “‘outside the 
normal or regular working hours’ could 
be regarded as satisfying the law’s over- 
time requirements. 

The effect on maritime and other in- 
dustries has been variously interpreted. 


The National Association of Stevedores, 
for example, has appealed to the Depart- 
ment of Justice to seek a rehearing. 

Mr. McComb announced also that he 
expected to issue a statement soon outlin- 
ing the principles he would follow in en- 
forcement of the position he had outlined 
on June 11. 

At that time he said that premiums for 
add-hour work must be included in calcu- 
lating a worker's pay for his first forty 
hours of work to determine the average 
rate on which to base overtime pay. 

He said he took this view because of 
the court’s interpretation that the extra 
pay was made because of the undesirable 
hours of work rather than because the 
hours exceeded a specified standard. 

“Employers who have in the past paid 
time-and-one-half compensation for work 
because performed on Saturdays, Sundays, 
holidays or at hours actually outside the 
normal or regular working hours, and 
have treated the extra pay as an overtime 
premium in good-faith reliance on the in- 
terpretations, are in most cases protected 
by the portal-to-portal act from the result- 
ing back-wage liabilities,’ he said. 





“What gave us this opportunity here in 
America to develop dynamism? First we 
had a people who rejected old world 
traditions because they could not meet 
new world problems. Second we have 
had, in the past, a Government that ‘gov- 
erned best by governing least.’ And third, 
we had a tremendous thirst for ‘know- 
how’ and the means to provide it. That 
is where the American specialized publi- 
cations, the industrial and business pa- 
pers, came into the picture.’’ 

Mr. Deventer said that as a result of 
our intensive concentration for half a 
century upon technological development 
resulting largely from the pouring of un- 
told millions into technical research and 
later from a similar intensive application 
of market research, we have built a great 
machine of production and distribution 
that should be capable of supplying all 
of our needs and most of our reasonable 
wants. He added that we have the man- 
power, the skill, the equipment and the 
managerial ability to accomplish this 
highly desirable purpose. 

“But our wonderful machine of pro- 
duction and distribution does not have a 
good speed regulator,” he said. “At times 
it speeds up and breaks all records. Again 
it slows down for lack of power or be- 
cause of friction. It is because of this that 
we have experienced the widening swings 
which characterize the booms and busts of 
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our business cycle. And that, in turn, is 
because we have not as yet realized that 
we have been lacking in a third form of 
research. For of what use is it to learn 
how to build a great machine and neg- 
lect to learn how to run it properly? 

“Technological research has given us 
the means of attaining prosperity, but it 
has not told us how to retain it. We sadly 
need economic research, not only to keep 
us prosperous and thereby preserve our 
freedom, but also to help us avoid the 
bigger and better wars that technology has 
apparently aided and not prevented. 

“On a time scale, economics is now 
about where technology was 50 years ago. 
Those were the days in which some so- 
called engineers were seeking perpetual 
motion because they were ignorant of the 
facts about friction. Today we have some 
so-called economists who are preaching 
and seeking ways whereby we may lift 
ourselves by our bootstraps and we have 
even more harmful people who are know- 
ingly distorting economic facts for po- 
litical ends or selfish group interests.” 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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Dastitute Meeting Dates Ghead 





17TH ANNUAL MEETING 
New York—October 10, 11, 12, 13. Sponsored by the New York City Control 
REGIONAL CONFERENCES 


Eastern—Boston—April 1, 2. Sponsored by the Boston Control 
Southern—Dallas—February 4, 5. Sponsored by the Dallas Control 


LOCAL CONTROL MEETINGS 
Members of The Institute are cordially invited to attend meetings of other Con- 
trols when away from their own Control. The list of local Control Secretaries (on 
this page) is printed for the convenience of the members of The Institute in ar- 


ranging out-of-town attendance. 
All Control meeting dates are listed as scheduled at time of publication. 


September 7—Chattanooga, Columbus, To- 
ledo, Twin Cities 

September 8—Bridgeport, Western Michi- 
gan 

September 9—Dayton, Hartford, Indian- 
apolis, Penn-York Division of Buffalo Con- 
trol (at Braford, Pa.) 

September 10—Quad Cities 

September 13—Kansas City, New York City 

September 14—Cleveland, Milwaukee, Spring- 
field 

September 15—Boston, Pittsburgh 

September 16—Los Angeles, San Francisco 

September 17—Buffalo (at Hamilton, 
Canada), Portland 

Sepetember 21—-Detroit, New Orleans, Syra- 
cuse 

September 22—Baltimore, Cincinnati 

September 23—Fort Wayne 

September 27—Newark 

September 28—Atlanta, Dallas, 
Columbia, Houston, St. Louis 

September 29—Rochester 

September 30—Seattle 


District of 


At the time this issue went to press, no defi- 
nite meeting dates had been set by the 
Chicago and Louisville Controls. The Birming- 
ham and Philadelphia Controls will not hold a 


meeting in September. 


October 5—Chattanooga, Columbus, Mil- 
waukee, Toledo, Twin Cities 

October 6—Boston (at Worcester), Bridge- 
port, Penn-York Division of Buffalo Con- 
trol (at Bradford, Pa.) 

October 7—Birmingham, Hartford, Phila- 
delphia 

October 8—Quad Cities 

October 11—Kansas City 

October 12—Buffalo, Cleveland, New Or- 
leans, Springfield 

October 13—Western Michigan 

October 14—Indianapolis 

October 15—Portland 

October 18—Pittsburgh 

October 19—Cincinnati, Syracuse 

October 21—Dayton, Los Angeles, San Fran- 
cisco 

October 25—Newark 

October 26—Atlanta, Dallas, Detroit, 
trict of Columbia, Houston, St. Louis 

October 27—Baltimore, Rochester 

October 28—Seattle 


Dis- 


At the time this issue went to press, no defi- 
nite meeting dates had been set by the Chicago, 
Fort Wayne and Louisville Controls. Because 
of The Institute's Annual Meeting in New 
York, October 10-13, the New York City 
Control will not meet in October. 


Secretaries of Local Controls 


Region I—New England 

Boston: Frederick L. Patton, Cambridge Rubber 
Co., Cambridge. 

Bridgeport: George L. Todd, The Bullard Co. 

Hartford: Gordon F. Gilmore, The Whitney 
Chain & Mfg. Co. 

Springfield: Joseph A. Chadbourne, Old Colony 
Envelope Co., Westfield. 


Region Il—New York City 
New York City: Stuart W. McLaughlin, West 
Virginia Pulp & Paper Co. 
Newark: George E. Hallett, Tung-Sol Lamp 
Works, Inc. 
Region III—Middle Atlantic 
Baltimore: William C. Knapp, The Arundel 


Corp. 
District of Columbia: Robert J. Garner, Engi- 
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neering & Research Corp., Hyattsville, Md. 
Philadelphia: F. A. Greenwood, Interstate Ho- 
siery Mills, Inc., Lansdale. 


Region IV—Eastern Lakes 

Buffalo: Harold L. Gibike, Electric Refractories 
and Alloys Corp. 

Cleveland: George C. Houck, Harris-Seybold 
Co. 

Detroit: Lester M. Elliott, McCord Corp. 

Pittsburgh: James E. Hirleman, Pittsburgh Coke 
and Chemical Co. 

Ruchester: Sigurd Tranmal, Distillation Prod- 
ucts, Inc. 

Syracuse: Herbert S. Howard, Niagara Hudson 
Power Corp. 

Toledo: Herbert E. Bremforder, The A. P. 
Parts Corp. 
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Region V—Southeastern ; 
Atlanta: Hugh E. Pharr, Nash Kelvinator Sales 
Corp. 
Birmingham: P. B. Beene, Gosler-Birmingham 
Mfg. Co. 
Chattanooga: 
Corp. 


Charles G. Dudley, Cavalier © 
Region VI—Mid-West Northern 
Chicago: Leo E. Stevens, American Hospital 
Supply Corp., Evanston. 

Fort Wayne: G. P. Scheele, Bowser, Inc. 

Milwaukee: James S. Gasparado, Ladish Drop 
Forge Co. 

Quad-Cities: Fred G. Hocking, Grain Process. 
ing Corp., Muscatine, Iowa. 

Twin Cities: G. H. Hess, Jr., 40 North Missis- 
sippi Blvd., St. Paul. 

Western Michigan: Harold J. Vos, R. C. Allen 
Business Machines, Inc., Grand Rapids. 


Region VII—Mid-West Central 

Cincinnati: Theodore I. Lundquist, Balcrank, 
Inc. 

Columbus: George L. Williams, 
Pottery Co., Zanesville. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., West Carrollton. 

Indianapolis: Harold E. Wells, Grain Dealers 
National Mutual Fire Insurance Co. 

Kansas City: Leroy John, Kansas City Whole- 
sale Grocery Co. 

Louisville: William R. Hays, Courier-Journal 
and Louisville Times Co. 

St. Louis: Philip M. Cozad, McDonnell Ait- 
craft Corp. 


Shawanee 


Region VIII—Mid-West Southern 
Dallas: A. D,. Harder, Southwestern Life In- 
surance Co. 
Houston: John B. Cookenboo, Houston Nat- 
ural Gas Corp. 
New Orleans: Dee Davis, The California Co. 


Region IX—Pacific Coast 

Los Angeles: Willard D. Morgan, The Garrett 
Corp. 

Portland: Felix P. Juraska, Montgomery Ward 
and Co. 

San Francisco: W. T. McGillivray, California 
Packing Corp. 

Seattle: A. G. McLean, Aberdeen Automatic 
Heat Co. 


Omaha Tax on Out-of-State 
Salesmen Held Invalid 


An Omaha ordinance, which imposed 
a tax on traveling representatives of out- 
of-state concerns, has been held invalid 
by the Nebraska Supreme Coutt. 

The high court unanimously reversed 
a ruling by the District Court and held 
that the display of samples by employes 
of Best & Co., of New York, and the so- 
licitation of orders for shipment from 
New York “constitute an integral part of 
interstate commerce and not a local or in- 
trastate act separable therefrom and sub- 
ject to taxation or licensing.” 

The Omaha ordinances required as a 
condition to the holding of an exhibit 
that a permit be obtained from the City 
Council, a license tax be paid, a surety 
bond be filed, and that all employes sub- 
mit to examination by a local physician. — 





